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THE ECONOMIC SITUATION IN THE PHILIPPINES 


Despite the fact that some observers consider the Philippine 
question moribund, and others regard it as “ settled by the election 
of 1904,” there is reason for studying it with anxious care. To 
thoughtful readers it is hardly necessary to say that in none but 
the most superficial sense can the question be affected by the recent 
presidential election. Prior to that election, facts had already 
determined that the United States must necessarily retain some 
sort of relation to the Philippine Islands for a good while to come. 
No one doubted that this must be the case, and the only Philippine 
issue that could have been at stake in the election (apart from 
a declaration of intentions) was our practical policy for the 
present and immediate future. It is true, however, that the 
nature of this policy will do much to determine what shall 
be our ultimate action as to the disposition of the islands. This 
must be the case both because of the conditions that are growing, 
and will grow, out of our occupation, and for which we shall be 
responsible, and because of the reflex influence which will be 
exerted upon public opinion in the United States by the success or 
failure of the measures that we adopt. 

In this working out of a colonial system, temporary or per- 
manent, the central feature will be our plans of economic develop- 
ment and relationship. We went into the Philippine experiment, 
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in the beginning, largely in the hope of gaining in wealth; and, 
however that fact may hurt our national self-complacency, that 
has been our guiding motive throughout. Revulsions in feeling 
have come most frequently when statistics or the reports of 
trusted observers pointed to the barrenness of the economic pros- 
pect, and encouragement to prosecute our policy as previously out- 
lined has chiefly been derived from arguments concerning insular 
commercial possibilities. ‘“‘ National altruism,” the “trust for 
civilization,” the “ Americanizing of the East,” are cries that do 
good service on the stump or in the editorial column. In sober 
discussion it is wise to throw off the mask and admit the character 
of the motives that have guided our footsteps. The fact is that 
we have had but one consistent ideal throughout — that of making 
the islands a source of gain to the United States. Whether we 
like the Philippine policy or not, it is of first importance, therefore, 
to know the economic effects of the policy already put into opera- 
tion and the probable results of that which is now being pursued. 

In this paper it will be sought to review the Philippine sit-1a- 
tion from a purely economic standpoint, and without reference to 
the political questions involved in it. It will be assumed, for the 
purposes of the discussion, that our present political policy is to be 
maintained substantially as at present, and that the administration 
of the islands is to continue to be conducted by Americans. 


I 


Present economic conditions in the Philippines must be con- 
sidered from two standpoints — that of foreign trade and that of/ 
domestic agriculture. Manufacturing is to all practical purposes 
non-existent, and is not likely to amount to much in the future. 
A few simple industries, like cigar-making, distilling, and the pro- 
duction of essential oils, exist, and will do so always; but the 
prosperity of the country must be dependent chiefly upon its 
capacity to furnish agricultural products for export. Conversely, 
its production and sale abroad of these same commodities must} 
measure and determine its power to buy American or other goods. 

This fact fully justifies the anxiety with which the exports and 
imports of the Philippines are watched by those in authority. 
They stand for a factor in national well-being entirely different in 
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significance from that which is represented by the exports and 
imports of a large, diversified, and self-sufficient country like our 
own. As such they are entitled to most careful analysis and illus- 
tration. In the following table are presented the official returns 
for this trade as given out by the Bureau of Insular Affairs at 
Washington: , 


FOREIGN TRADE OF THE PHILIPPINE ISLANDS 














Tora. In- Excess 
YEARS Imports Exports PORTS AND 

Exports Exports Imports 
Average annual 1880-84....| $19,500,274 | $20,838,325 $40,338,599 @2,398,09t |... coves 
Average annual 1885-89....| 15,789,165 20,991,265 36,780,430 SS a ee ees 
Average annual 1890-94....| 15,827,694 1957515293 35,578,987 319239599 | ewe eee eee 
Giscrncdccaccsserscecccl See 12,366,912 25,479,922 |  .aceoeeee $ 746, 
acid dak ddcicetinaaceininatbie 20,601 ,436 19,751,068 405352504 | cccceceee 850,3 
Ci indniuenténaessenssedi 30,279,406 23,214,948 GRAREESE | ccccccccs prcoaass 
BPicceccescccceccosscsccs) SNEED 23,927,079 $0,069,522 | ccccecees 214,163 
Sbiakesc8sckessscarsans 32,971,882 33,121,780 66,093,662 BEBE | ccccccese 
BMGoscccccccccccccecsecces| SR SRRIES 30,250,697 63.472:4SB | fc cccccce 2,970,064 




















From these figures it appears as if a remarkable increase in 
Philippine trade had taken place. During six years of American 
rule the total export and import business of the islands has grown 
from twenty-five millions to sixty-three millions, exports increas- 
ing from twelve to thirty millions, and imports from thirteen to 
thirty-three. Trade, in other words, appears to have nearly 
doubled in volume, even as compared with the period 1885-94. 

In examining the figures, however, it deserves to be noted, 
first of all, that they claim to represent solely the merchandise 
dealings of the Philippine Islands. They expressly exclude “ gold 
and silver and large quantities of government supplies ’” —a state- 
ment which would seem to imply that whatever profit arose 
through the existence of the trade indicated might be taken as a 
clear commercial gain flowing from natural business channels. 

*From Monthly Summary of Commerce of the Philippine Islands, Bureau of 
Insular Affairs (Washington, June, 1903), p. 1429; and Report of the Chief of the 
Bureau of Insular Affairs (Washington, 1904), pp. 32 and 35. ‘The amounts 
covered by the fifteen years 1880-94 are inclusive of coin and lottery tickets, and 
from statistics for the years 1883-90 —the only portion of this period for which 
gold and silver figures are available — it is stown that there were an average annual 


importation valued at $376,167 and an exportation valued at $2,195,486. Lottery 
tickets will not materially affect these averages. 
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Is this the case? 

In the first place, it is to be observed that, during the six-year 
period of American rule here in question, there is a large annual 
excess of imports over exports, which disappears only in 1903, 
when there is a trifling excess of exports amounting to about 
$150,000. The fundamental axiom of the economists concerning 
international trade is usually said to be that imports must, over 
a period of years, equal exports, these terms being understood to 
include securities, gold and silver coin, and all other evidences of 
value. Inasmuch as these items are expressly excluded from the 
foregoing figures, it is necessary to make due allowance for them. 
In so doing, it will be well to remember that the item of investment 
of foreign capital need not be considered, since such investments 
have been non-existent or insignificant. On the other hand, 
amounts of wealth sent from the Philippines by resident foreigners 
as savings, for investment in their home countries, may be simi- 
larly neglected, since the office-holding class saves little, and 
foreign business men operating in the islands have latterly been 
unable to make much beyond expenses, and such sums as seemed 
necessary for investment in maintaining their business, replacing 
stock, making new extensions, etc. To none of the usual causes, 
therefore, can the excess of merchandise imports over exports be 
ascribed. 

In seeking for the anomalous conditions which appear to 
enable the Philippines to consume more than they produce, light 
can be obtained by an analysis of the gross import figures above 
quoted into their elements. This analysis has been made in the 
following table: 


IMPORTS INTO THE PHILIPPINE ISLANDS? 




















Articles 1899 1900 1901 1902 1903 1904 
Food and animals. .... $3,793,169 | $ 5,482,806 | $ 8,158,794 | $10,846,142 | $14.675,522 $15,690,910 
Manufactures......... 6,953,265 10,811,386 | 18,329,186 | 17,263,412 | 14,985,085 | 
Crude condition or part- . ‘ nn de | 
5 ereerer a 202,97 755745 900,402 I 839 45° 
Vdlentany use, luxu- ; : j r 17529,851 
ries, etc........... 1,028,672 1,805.719 | 2,744,025 | 2,710,487 | 2,227,855 
Miscellaneous......... 1,134,926 1,824,780 146,999 252,962 93,970 
WE secusecessie $13,115,010 | $20,601,436 | $30,279,406 | $32,141,842 | $32,971,882 $33,220,761 

















? Monthly summary, ante cit., p. 1430. 
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The most rapid growth in the imports of the Philippines is thus 
to be found in the item “ food and animals,’”’ which has substan- 
tially quadrupled between 1899 and 1903. Manufactures have about 
doubled in amount, and articles of voluntary use, luxuries, etc., 
have considerably more than doubled. This increased importation 
of luxuries and articles of voluntary use has gone wholly to supply 
the needs of resident foreigners — chiefly Americans — who are 
either of the office-holding or of the military class, and who draw 
their incomes, in the former case, from the insular government, 
and, in the latter, from money sent from Washington. The 
demand for such goods made by the few commercial men in the 
islands is absolutely negligible, and it would be absurd to attribute 
much of the increase in the demand for articles of this class to 
native purchases. What is true of luxuries and similar articles is 
true, with slight modifications, of the figures for manufactures. 
Among the important items coming under the head of manu- 
factured importations are such articles as expensive cloths, wear- 
ing apparel, shoes, hardware, and other things designed to meet 
foreign wants exclusively. That being the case, the growth in the 
purchase of manufactured imports, like the growth in the demand 
for luxuries, must be attributed to the effort to supply the needs of 
foreigners living in the islands, and only in slight measure, if at 
all, to a real increase in trade with the native inhabitants who 
furnish the only true market for imports in any large commercial 
sense. Much light upon the nature of the apparent growth in 
imports is furnished by Major-General George W. Davis, who in 
1903 wrote as follows: 

Mention has frequently been made of the fact that the value of the imports 
at the custom-house in the Philippines largely exceeded that of the exports — 
a state of affairs proving that, on account of the hoarding of gold, made pos- 
sible by military expenditures, it is possible for these islands to import each 
year some millions in value more than they export. The investment of foreign 
capital here has been suggested as an explanation of the sources whence came 
the funds to purchase these excesses of imports over exports . . . . but, what- 
ever these investments may have been, their aggregate will be but a bagatelle 
compared with the United States expenditures for the army and navy and the 
donations. 


8’ Annual Report to Adjutant General, 1903 (Manila, P. I.), p. 49. 
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Continuing, General Davis estimates expenditures for 1902-3, 
as referred to by him, at $17,968,445, and adds: 

If to the above amounts be added the naval expenditures here and the 
congressional donation, the total will probably reach $24,000,000, and if it be 
granted that one-third of this sum is promptly sent out of the country .... 
by officers, soldiers, and employees,‘ there yet remains a sum... . greater in 
amount than the entire revenue of the islands. 

General Davis, in other words, estimates that an annual for- 
eign exportation of saved wealth, which may, of course, take the 
form of an indirect demand for goods, amounting perhaps to 
$8,000,000, is made by our army and navy and their employees, 
and that some $16,000,000 remains in the hands of these men for 
expenditure in the Philippines. If the latter portion of this esti- 
mate be even approximately correct, the surplus importations in 
1902 (not paid for by exports), amounting to over $8,200,000, 
are fully explained. Indeed, when it is remembered that our army 
in the Philippines varied in strength from some 65,000 men to 
some 15,000 (Americans), or a little less, during the five-year 
period in question,® and that the expenditures of this body of men, 
provided as they were with rations, were chiefly for manufactured 
articles of direct consumption, the growth in the importation of 
manufactures stands fully explained even without reference to the 
purchases of similar goods made by civil employees and foreign 
residents.® 

As a matter of fact, the importations of manufactures have 
materially fallen off as the strength of the army in the Philippines 
declined, for the gross manufactured imports of 1903 were only 
$14,985,085, as against $18,329,186 in 1901, and $17,263,412 in 
1902. It should be remembered, moreover, that a new element of 
untrustworthiness in the custom-house statistics has recently been 
introduced by the resolution of the commission (in 1903) to pay 
tariff duties on government supplies (hitherto imported free), and 

* Certainly a high estimate, for reasons already stated. 

* This takes no account of the large body of native scouts paid by the gov- 
ernment. 

* Payments to the army have, of course, declined as the number of men in the 


Philippine service has fallen off. Such payments are now probably about three- 
fourths what they were when General Davis made the statements above quoted. 
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thus to swell the trade figures by drawing from one pocket what it 
puts into another. 

The only rational conclusion that can properly be deduced 
from a consideration of the import statistics is simply that the 
“market” afforded by the Philippines for foreign products has 
thus far been absolutely fictitious, since it has been artificially 
created through the maintenance of a large body of paid public 
servants in the islands, whose support was in very large measure 
drawn in cash from taxation levied in the United States and indi- 
rectly used by them in the purchase of imported commodities. 

What is true of the growth of imports of manufactures is true 
in an even more depressing way of the imports of food and ani- 
mals. It has already been shown that this class of imports, quad- 
rupling as it did within five years, furnished the most striking 
example of increase of imported products afforded by the custom- 
house statistics of the islands. If the increase in this class of 
products were natural, it would probably indicate (in view of the 
marked decline in the number of Americans resident in the Philip- 
pines and in the strength of the army) that a genuine increase in 
business was in progress. The increase, however, is not genuine, 
but is due primarily to heavy importations of rice and other food- 
stuffs designed for the use of the native sufferers from short rice 
crops, war, cholera, death of farm animals, etc. Detailed statistics 
for 1904 show that of rice alone the imports in that year were 
$11,548,814, as against $10,061,323 for the preceding year—a 
fact which alone accounts for more than all of the supposed 
increase in food importations. A similar, though less marked, 
comparison may be made between the years 1902 and 1901; and 
when it is considered that much of this rice was paid for by the 
government, and that all of the increase in imports of this class 
represents, not greater, but less, purchasing power on the part of 
the natives, the hollowness of any pretense of prosperity based on 
the evidence furnished by large imports becomes evident. 

Many persons who have lately written or spoken on Philippine 
affairs have been inclined to neglect the question of insular 
imports. They have devoted much attention to exports, however, 
regarding the islands as the source of cheap supplies of various 
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tropical products much needed in the United States. Without 
attempting to go fully into this question of exports, a few words 
regarding the general export situation will be needful. The total 
exports for the Philippines during the five-year period 1899-1903 
may be stated as follows: 


PHILIPPINE EXPORTS BY COUNTRIES * 






































Exported to 1899 1900 1901 1902 1903 1904 
United States........... $3,540,894 | $3.522,160 |f§ 2,572,021 97,6911743 $13,863,059 $11,102,775 
United Kingdom........ 2,686,354 6,225,209 | 10,704,741 8,282,979 »802,016 | 10,123,276 
Framce ........ss0seeee- $33,632 15392,439 1,934,256 gssiba8 3-678,805 2,127,365 
MEE n006-664066.00eu 000s 1,076,800 1,226,475 1,655,255 +528 7555234 965,511 

GRBRONBe « ccccccccese bd 2,686,168 2,697,276 3,183,482 2,122,304 2,102,785 
— sene-0s sete ceeeeees 265,573 1,032,462 1,443,880 925,767 1,502,366 1,204,514 
ther countries,......... 4,263,659 3,666,155 2,207,519 2,019,352 2,397,996 2,624,401 
WB ccssticcsesccs $12,366,912 | $19,751,068 | $23,214,948 | $23,927,679 | $33,121,780 | $30,250,627 














* Hongkong not reported separately prior to January, 1900. 


PHILIPPINE EXPORTS BY ARTICLES ® 

















Articles 1902 1903 1904 
ere Cre Te ee $15,841,316 $21,701,575 $21,794,960 
ET 54.65 6654-040004 oR OO eces 2,761,432 3,955,568 2,668,507 
IRS ci6 st he ohne deew Maas 2,501,367 1,882,018 2,013,287 
RAND 04.5 c ccccnsescssccee cece 1,001,656 4,473,029 2,527,019 
hes dact-w 6onn a mkwenmiine 1,821,908 1,107,709 1,246,854 

Mc icwacey beanuseuenen $23,927,679 $33,119,899 $30,250,627 











This statement, on its face, indicates a very considerable 
growth in the volume of foreign shipments, although, if a com- 
parison with the figures for the earlier period of Spanish rule be 
made, the growth will not seem so striking. Comparison must, of 
course, be based on normal trade, and figures for a period of years 
during which active military operations were in progress, while 
the whole country was suffering from pestilence in various forms, 
do not furnish very valuable data for judging of the normal rate 
of commercial growth. The most marked increase during the 
whole period is found during the fiscal year 1903, when an expan- 


* Monthly Summary ante cit., p. 1435 and Report of the Bureau of Insular 
Affairs, Washington, 1904, p. 32. 


* Report of the Bureau of Insular Affairs, ante cit. 
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sion of gross exports from $23,927,679 to $33,121,780 occurred 
—a growth of nearly $10,000,000. An analysis of these figures 
shows that about $6,000,000 of this increase was due to an 
expansion in shipments of hemp and about $3,470,000 to a 
similar expansion in copra, and that, apart from these two 
items, hardly any important increase occurred, while in certain 
commodities, such as tobacco, a serious decline was noted. 
Moreover, of the $10,000,000 of growth in export trade almost 
exactly $6,000,000 was a growth in trade with the United States. 
This growth was thus substantially equal to the increase in hemp 
exports, and might indicate that the enlarged trade with the 
United States consisted solely of hemp. Such was substantially 
the case, but the increase must be regarded as wholly artificial. 
The action of Congress in exempting hemp exports from the 
Philippines to the United States from duty, while retaining the 
export duty on hemp shipped to other countries, has had con- 
siderable influence in directing the hemp trade toward the United 
States, though it is hard to see how this benefits American con- 
sumers. The hemp passes into the hands of the cordage manu- 
facturers, who re-export it, or manufacture it into rope and twine 
for domestic use. Inasmuch as hemp going to foreign countries 
has had to pay (1) the export tax in the Philippines and (2) the 
American tariff on manufactured articles, before it can enter the 
United States in a manufactured coridition, it is clear that com- 
petition from abroad must be largely lacking, while within the 
United States the twine and cordage producers have no competi- 
tion to meet. Any advantage arising from enlarged hemp 
exports from the Philippines must therefore accrue, not to the 
American public, but to a very small group of manufacturers, who 

®So far as the United States is concerned, the larger importation of hemp is 
fictitious for another reason. Hemp imports hitherto have usually come from 
London, to which they have been shipped as a distributing point. The manipulation 
of the export tax has sent them sometimes straight to the United States, but some- 
times via London in bond for New York. In the latter case, the only difference 
between the old situation and the new is that the hemp imports to the United 
States formerly credited to Great Britain are now credited to the Philippines wiile 


the insular government loses, and the cordage producers save, the amount of the 
export tax. 
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are under no compulsion whatever to lower their prices or to 
improve the quality of their goods. 


II 


Granting that the export situation is discouraging, and that 
foreign trade thus far holds out small evidence of improvement, it 
might be expected that a change will take place in the near future, 
if agriculture is in flourishing condition, or at all events gives 
promise of improvement. American authorities in the Philippines 
have constantly represented that any check to agriculture that may 
have made itself felt thus far has been temporary, and would lose 
its force so soon as “order” was restored. The implication that 
“order” is likely to be restored at any time in the near future 
might well be questioned, but, conceding this point entirely, it 
should be understood that a restoration of “order” is far from 
certain to produce the desired results in a commercial way. If it 
were true that Philippine agriculturists neither had nor required 
any fixed capital, the expectation referred to might be measurably 
sound. This, of course, is not the case While the capital they 
employed was small, it was all the more important to them as a 
reliance. Today they are, largely, stripped of it, and in a number 
of ways return to the old conditions has been made difficult. A 
chief item of wealth under the earlier régime was the herds of 
carabao which furnished animal power in agriculture, as well as 
meat and valuable hides. Beginning with the more severe opera- 
tions of the war, a serious destruction of carabaos occurred, partly 
to keep the animals out of the hands of the insurgents, though 
sometimes to furnish food for our troops. When the war had 
officially terminated, this destruction was continued, partly by 
roving bands of insurrectos or ladrones, partly by our soldiers for 
the same purposes as before. The worst calamity was yet to come. 
An outbreak of rinderpest carried off in 1903 a large percentage 
of the animals which remained. The combined losses of carabaos 
from the causes already mentioned aggregated from 70 to go per 
cent. of the total animals available prior to the war. In many 
individual cases these losses ran as high as 95-99 per cent. An 
effort has been made by the commission to remedy the conditions 
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thus produced, by importing carabaos from China, but the under- 
taking has proved to be an utter failure. Not only was it necessary 
to pay very high prices for the animals, but the Chinese govern- 
ment soon forbade the exportation of more than a limited number, 
while it appeared to be impossible for more than a limited num- 
ber of those actually obtained to survive more than a few weeks 
after landing in the Philippines. The imported carabaos not only 
succumbed to rinderpest, but suffered from various other animal 
diseases. Most important of all, the ruined peasantry was in most 
cases quite unable to raise the money with which to buy for cash 
at the price asked (140 pesos per head). Late in the autumn of 
1904 the experiment was abandoned. 

The sacrifice of animal labor power has been more than paral- 
leled in the loss of human lives. How many Filipinos actually 
died during the war as a result — direct or indirect —of military 
operations no one can tell, but the number in Luzon (where, of 
course, the sacrifice was heaviest) was estimated just after the 
war by one of our generals, who saw active service, at one-sixth of 
the population. The cholera epidemic of 1903 carried off some 
175,000 persons more, of which a due proportion were actual 
workers. Mortality due to lack of proper food, and to the defect- 
ive vitality resulting therefrom, has been heavy, and the reduction 
of population from all these causes combined has necessitated a 
complete readjustment of the labor supply to demand. 

While the loss of human and animal labor has thus been enor- 
mous, there has also been serious damage to capital. The primi- 
tive farm machinery thus far used would not in itself be a great 
loss, but the injury inflicted during the war upon drainage systems 
and upon the roads of the islands was tremendous. No reliable 
estimate of the sacrifice thus incurred can be arrived at in the 
absence of specific data. It is certain, however, that land trans- 
portation is more difficult, slower, and more hazardous than ever 
before. The obstacles which are apparent to one who travels over 
the chief highways become multiplied many times over the instant 
any attempt is made to follow a side path. Many branch roads in 
the islands are impassable except on foot or possibly on horseback. 
Many of the bridges which were blown up or otherwise destroyed 
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in the course of military operations have never been replaced, and 
deep, often dangerous, fords take their places. 

There are many evidences of the effects of war still visible tc 
the provincial traveler. The “disproportionate number of women 
and children” as compared with the number of men, noted by at 
least one unbiased Philippine observer, is still a remarkable fact, 
and indicates the severity of the war in sweeping off men of 
mature years — by what means it would be beside the point here 
to discuss. The population is badly housed — not from a western, 
but from an oriental, standpoint ; and, in many cases, this seems to 
be due to the entire absence of men vigorous enough to perform 
the work of rebuilding or rethatching the houses. Unthrifty 
fields, ill-cultivated or depending chiefly on the bounty of nature 
for their increase, are the rule in many provinces where the death 
of the carabaos has entirely removed the supply of draft animals. 
There is, indeed, little to wonder at in the information that the 
rice-fields do not yield sufficient grain even for the bare support of 
the population. Of other products the same statement will hold 
true, and the loud complaint that the natives will not work and 
are rapidly deteriorating in the quality of their produce is often 
explainable by the fact that the mature workers have been swept 
away, and their places taken by boys and women who in better 
times would have had to play a ’prentice part in the work of 
production. 

In the smaller towns by the wayside some of the marked evi- 
dences of the country’s depression are visible. Nearly all the 
houses and other buildings of every description are in disrepair. 
Where an effort has been made to obliterate damage done, an 
incongruous result is usually obtained, since the people are not able 
to afford the use of stone as repair material, and have often had to 
fill in with nipa-thatch where stone was the material of the 
structure. Worthless iron or thatch roofs take the place of tiles 
torn off by soldiers or destroyed by shot. In the interior of the 
houses the disorder is even more apparent, for here one comes 
close to damaged walls, doors, and windows, and appreciates more 
fully the meanness of the repair materials which are all that the 
poverty of the population will suffer them to use. In numerous 
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instances the interior of a convento or church, often the only build- 
ings of any value or permanence in a town, has done service as 
stabling-room for cavalry horses, and has been the object of wan- 
ton violence on the part of the soldiery. Whatever of worth there 
was in the way of altar accessories, furnishings, or even floorings, 
where the latter consisted of fine woods, appears to have been 
removed and disposed of. The accumulated hoards of finery, or 
money, possessed by some families, were, in almost every case, dis- 
covered and removed by the soldiery, who became very astute in 
detecting the traditional hiding-places of such hoards, as well as 
very cruel in extorting information as to such places, whenever 
they found themselves unable to locate the deposits. 

In brief, the impressions derived from a journey through the 
Philippine Islands are those which are produced from an inspec- 
tion of a devastated, demoralized country, just emerged from war, 
and entirely without the usual reserve resources of capital, either 
native or foreign, upon which to draw. 

The existence of the conditions just set forth does not depend 
upon the necessarily superficial impressions of traveling observers. 
They are amply borne out by the collateral evidence of the offi- 
cials of the United States government. In 1903, when distress 
was very acute as a result of war, cholera, locusts, rinderpest, and 
other evils, the Philippine Commission contemplated the estab- 
lishment of a government agricultural bank to furnish capital for 
the relief of farmers. It then sent out a circular through the 
insular treasurer, addressed to all provincial treasurers throughout 
the islands. In this circular the treasurers were asked to state 
their views as to the organization of the proposed bank, and they 
were thus naturally led to give some description of agricultural 
conditions in their respective provinces. The result was a wide- 
spread and practically generai demand for the bank, as a source of 
capital to be loaned on real-estate security, and a description of 
agricultural conditions as the worst possible. Some spoke of 
thousands of hectares of rich lands as lying idle; others, of rates 
of interest ranging as high as 100 per cent. for six months owing 
to scarcity of ready capital; of fields untilled on account of the 
total absence of farm animals; of “conditions of distress hard to 
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describe;” of agriculture as “decadent;” and of systems of 
quasi-slavery arising from the total inability of families to pay 
their debts and support themselves. These reports afford a strik- 
ing picture of economic demoralization that can be realized with 
difficulty by those who have not witnessed it at first hand.’° 

The reports of the provincial treasurers were written about the 
middle of 1903, some eighteen months or more ago. Within the 
past year it has been usual among our officials to claim that the 
economic crisis is over, and that the islands have entered upon an 
era of peace and prosperity. Unfortunately, these statements have 
little foundation. A glance at the tables already furnished will 
show that the export situation was less favorable by far for the 
fiscal year ending June 30, 1904, than for the preceding fiscal year. 
A trip through some provinces of the Philippines in the late sum- 
mer of 1904 convinced me that improvement had been slight, if 
indeed it existed at all. This, indeed, is the uniform testimony of 
the inhabitants. In fact, ordinary common-sense reflection would 
show that no material improvement could have accrued. The 
death of, say, 75 per cent. of all farm animals is a loss that could 
not be repaired for a period of years by natural increase, and the 
importation of draft animals, as already seen, has proved a failure. 
So also of other forms of capital which in a poor country require 
long periods for their restoration. So likewise of the human labor 
supply. If it were true that the existing situation represented the 
result of past evils exclusively, and if there were factors tending to 
stimulate a belief in continuous improvement in the immediate 
future, the prospect would be less discouraging. Unfortunately, 
this is not the case. The Philippines have had the misfortune to 
pass from a rigorous war into a period of a complete economic 
change (from the legislative standpoint), whose results have been 
hardly less sweeping than those of the conflict. A number of 
influences profoundly affecting economic conditions have been set 
at work, or have remained as the permanent result of the war, and 
must inevitably preclude any immediate improvement in the out- 


These reports have never been published, but were lent me by the 
Treasury for examination on request of Hon. H. C. Ide, vice-governor of the 
Philippines, for whose kindness in the matter I take pleasure in recording my 
obligation. 
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look. These influences require enumeration and analysis to be 
thoroughly appreciated. 

One great difficulty under which the Philippine agriculturist 
suffers is the almost entire absence of loanable capital and the 
impossibility of getting any advances upon agricultural lands save 
at exorbitant rates of interest. These rates are never below 10 per 
cent., the common rate being from 15 to 20 per cent. on thor- 
oughly good security. In places, the rate rises to 40 per cent., and 
occasionally to 75 or 100 per cent. Ifa landowner once gets into 
debt, owing to inability to pay his taxes out of current incomes, or 
from any other cause, and is obliged to borrow, he sinks into a 
state of servitude to local money-lenders (where these exist) and 
finds it difficult to get clear without the loss of his total property. 
If he is unable to borrow, owing to the absence of capital, the dis- 
aster which might be postponed comes upon him at once, and he 
loses his land forthwith. 

To remedy this state of affairs, it has often been proposed that 
mortgage banks should be established in the various provinces. 
This is a universal popular demand in some regions. Some 
months ago a scheme of the sort was earnestly favored by General 
Aguinaldo in an address to the Philippine Commission, and his 
views doubtless represent a considerable section of native opinion 
upon the subject. Mr. C. A. Conant, who made a report to the 
War Department upon currency and banking conditions in the 
Philippines, recommended the enactment of legislation suitable to 
regulate the business of private companies desirous of engaging in 
such banking, and the Philippine Commission itself has mentioned 
the matter in reports to Congress, and has, as well, made the local 
investigation already described. But no one has taken any active 
interest in the subject, native desires notwithstanding. In short, 
the question has not made one step toward solution, and the 
need for capital has grown more urgent as times have become 
harder, necessitating investments in machinery, etc., which could 
be obtained only by pledging the soil itself as security. 

The commission unquestionably has full authority to deal with 
the problem of mortgage-banking, and it is merely a matter of 
neglect or indifference that it has not already done so—to the 
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extent at least of passing legislation for encouraging and regu- 
lating private enterprises of the sort. The great issue involved in 
the question is whether an enterprise of this character should be 
undertaken by the government or should be left to individuals. 
The natives, influenced by a fear of money-lenders arising from 
unfortunate experience in the past, think the question should be 
handled by the government, while the latter evidently has no 
intention of becoming involved in financial schemes of such diffi- 
culty and extent. There is, at all events, nothing to prevent the 
enactment of suitable legislation designed to encourage and regu- 
late private banking enterprises, and it is surprising that no steps 
toward that end have yet been taken. 

About the only measure designed to put agriculturists into 
better position for recovering their lost ground has been taken in 
the establishment of the court of land registration. One thing that 
has always militated against the securing of capital for agricul- 
tural loans in the Philippines has been the absence of good real- 
estate titles. The Spanish left these titles in the worst of condi- 
tion, and it has remained for the American administration to 
adopt some measures toward ending the interminable litigation 
and costly confusion as to titles that everywhere exists. This, as 
will be evident, is the first step also toward putting landowners 
into position to obtain loans on their real estate. Nothing but 
good can come from a definite establishment of titles, and, if 
wisely used as a basis for credit, the established titles must serve 
a useful purpose in the development of the country. But, benef- 
icent as it may prove in the long run, the work of the court of 
land registration is, and must be for some time to come, exceed- 
ingly hard for the natives to bear. As land is usually held in very 
small parcels, where it is actually owned at all, the fees charged by 
the court of land registration prove very burdensome, for the scale 
of charges fixed by the commission seems to bear much more 
heavily upon the small owner than upon the haciendero. Parcels 
of land worth $100 U. S. or less must pay $10, or at least 10 per 
cent. of their gross value, for registration—a tax which seems 
almost prohibitive to the average small owner. Yet this registra- 
tion is likely to prove an absolute necessity, since, as already noted, 




















THE ECONOMIC SITUATION IN THE PHILIPPINES 161 


few such owners have heretofore had any paper titles, while 
throughout all of the best provinces there are now waiting many 
Americans eager to occupy any land that may be of value, so soon 
as the provisions of the Public Land Act fully take effect. These 
men will not scruple to possess themselves of specially desirable 
tracts whenever it appears that the nominal owner’s title is uncer- 
tain or has not secured recognition from the American courts. 
Thus, then, the process of registering the land implies the incur- 
ring of great present hardship for the sake of future possible gain. 
This hardship and expense, coming just at the present time, fall 
with double force upon the impoverished population. Many men 
are not sufficiently intelligent to see the wisdom of this process of 
perfecting title, and many others feel that it would better have 
been undertaken at some other time. Still others, however — and 
these the best-informed — approve the plan, but believe that the 
fees charged are far too high, and that the burden they impose on 
the poor man is disproportionate. This seems to be the fair and 
sound view of the situation. 

Not so favorable a view as this can be taken of the commis- 
sion’s tax policy. Students of agricultural conditions in the 
Philippines must be struck with surprise at the unwisdom and 
impolicy shown by the commission in imposing land taxes under 
existing conditions. The idea of taxing real estate is new in the 
archipelago, and however just such taxes may abstractly be, 
they would, none the less, be unpopular under any conditions. To 
impose land taxes now, when the country population throughout 
large areas is prostrated with economic disaster, seems in the high- 
est degree unwise. Indeed, the commission itself recognizes that 
such is the fact by suspending from time to time the operation of 
the tax in provinces where conditions are exceptionally bad. In 
others a process of expropriation has taken place, and the property 
of thousands of natives has been posted for sale because of failure 
to meet tax payments when due. The mere existence of this tax 
is even worse than the load it imposes upon agriculture, because 
of the irritation it produces and the difficulty of shifting it to the 
proper shoulders through an adjustment of prices and rents. This 
process, relatively easy in a country like the United States, 
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becomes a matter of great difficulty where rents are customary and 
not competitive. At present, and for a long time to come, this tax 
must necessarily constitute a real reduction in the income, and 
hence in the capitalized land values, of the farmer. It is to this that 
the hostility to the tax is attributable. Indeed, the baseless idea 
has become prevalent among large numbers of people that this 
form of taxation was especially designed for the purpose of forc- 
ing native owners to surrender their lands to Americans who want 
them. 

While the land tax is very generally defended upon grounds of 
equity as no more than a fair contribution on the part of the agri- 
cultural part of the population, closer analysis shows its essential 
injustice under existing conditions. As things stand, the larger 
part of the tariff load must rest upon the shoulders of farmers. 
This follows from the fact that the exports of the isiands are 
wholly agricultural, and that the tariff policy, in causing relative 
reduction of agricultural prices, has unmistakably fallen most 
heavily upon the agricultural population. So also the export tax 
on Philippine products has been a direct burden upon the farmer 
by causing a reduction in the prices exporters could afford to pay 
for native products. It is not true, therefore, as widely argued, 
that the land tax in the Philippines is based on the notion of equity 
in the distribution of taxation, since the farming class already 
bears its full share of the burden of maintaining the government. 
The imposition of the tax seems to have been merely another effort 
on the part of the commission to hit a head wherever it could see a 
chance of bringing in another peso to the treasury. No class in 
the Philippines is so unprotected and so little able to defend itself 
as the farming class; and hence, the unwisdom of imposing a°tax 
against which are evidently arrayed justice, expediency, and 
humanity. 

Among the serious handicaps to agriculture today must be 
classed the exorbitantly high price of labor ( Philippine conditions 
considered). Employers of agricultural laborers now find that, 
whereas they formerly paid from 25 to 40 cents Mexican for 
ordinary day labor under the Spanish régime, they now have to 
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pay from 60 cents to one peso Philippine currency —a rise of from 
100 to 150 per cent. The fact that certain private employers occa- 
sionally pay as much as 1.50 pesos for labor of an unskilled — 
although heavy — sort, and that this rate is paid on the Benguet 
road, where a larger number of men are employed than in any 
other single enterprise in the islands, tends to raise general agri- 
cultural wages. But the controlling fact is that this rise has been 
largely necessitated by the increase in the cost of living. This 
increase in cost is fully 100 per cent., if not more. If the laborer 
finds himself obliged to pay double for his supplies, it is natural 
that he should demand a corresponding increase in wages. 

The existence of ladronism is, in many instances, due solely to 
the inability of men to get work at the high rate of wages which 
present agricultural conditions compel them to charge, but which 
landowners quite as often find it beyond their means to pay. 
Without the chance of earning a living, without political power, 
lacking the qualifications that might enable them to get office 
under the government, it is not strange that the ignorant taos 
should readily fall under the control of leaders who — not without 
justice — attribute the existing evils to American rule. These 
men urge that resistance to the constituted authorities will enfran- 
chise the peasants from poverty as well as from foreign control. 

The prices of commodities would doubtless rise sufficiently to 
offset to the producer the larger sum he must expend in wages, 
were it true that the commodities of regular production in the 
islands were consumed there, or were there a corresponding rise in 
prices in the world’s markets. This is not the case. The bulk of 
the sugar, tobacco, copra, hemp, and rope, and other indigenous 
products or manufactures annually placed in the insular market, is 
of course, for export. Rice is probably the only home-grown 
product which is consumed at home, and growers have been pre- 
vented from gaining the full advantage of the higher price of this 
staple, by reason of the fact that not nearly enough of it has been 
raised in recent years to supply the home demand — and could not 
be raised because of the scarcity of carabaos. The higher price, 
therefore, has chiefly inured to the advantage of the grower in 
neighboring countries which export the grain to the Philippines. 
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In the other commodities mentioned, market conditions are almost 
uniformly bad — hemp alone excepted. 


III 


It is no wonder that, with agriculture decadent and the eco- 
nomic system demoralized, the outlook for export business — and 
consequently for import trade—should be discouraging. Who 
is responsible for existing conditions is now a historical question 
purely. Similarly, the problem of altering the legislation of the 
United States in such a way as to advance the prosperity of the 
Philippines is purely political in character. But, whatever may be 
practicable at Washington, it is now evident that two things are 
fundamentally necessary in order to lift the Philippines from the 
gulf of depression into which they have settled. These are the 
opening of the markets of the United States to Philippine products 
on a free-trade basis, and the maintenance of low charges for 
transportation between America and Manila. Join to these the 
less commonly understood necessity of lightening the load resting 
on Philippine taxpayers, and of simplifying the administration — 
and the road to improvement has been clearly indicated. These 
measures cannot be discussed here. But the economic prospects 
of the Philippines are far from bright, even granting that these 
three necessary requisites are secured. 

Many persons affect to think that, with free trade, low 
freights, and cheap government, the islands would start upon a 
career of fabulous prosperity. There have been sanguine persons 
in the past who have anticipated tremendous growth in the busi- 
ness of the Philippines, both exports and imports, and some of 
them still profess their earlier faith, albeit in a chastened form. 
As an example of the statements made by the ardent disciples of 
this school of commercial thinkers may be cited a letter written by 
Consul O. F. Williams to Mr. Day shortly after Dewey’s victory 


at Manila: 
U. S. S. BALttimore, MAniza Bay, July 2, 1808. 
Sir: 
.... If long occupation or possession on the part of our government be 
considered, I believe early and strenuous efforts should be made to bring here 
from the United States men and women of many occupations — mechanics, 
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teachers, ministers, shipbuilders, plumbers, druggists, doctors, dentists, carriage- 
and harness-makers, stenographers, typewriters, photographers, tailors, black- 
smiths, and agents for exporting; and to introduce American products, natural 
and artificial, of many classes. ‘To all such I pledge every aid, and now is the 
time to start. Good government will be easier the greater the influx of 
Americans. 

My dispatches have referred to our present percentage of export trade. If 
now our exports come here as interstate, duty-free, we have practical control of 
Philippine trade, which now amounts to many millions, and, because of 
ingrafting of American energy and methods upon the fabulous natural and 
productive wealth of these islands, can, and probably will, be multiplied by 
twenty during the coming twenty years. All this increment should come to our 
nation and not go to any other..... 


I hope for an influx this year of 10,000 ambitious Americans, and all can 
live well, and become enriched. .... 

(Signed) O. F. Wittrams, Consul.” 

Mr. Frederic Sawyer, for fourteen years a merchant and 
engineer in the Philippines, prior to the coming of the Americans, 
commenting upon this letter, speaks of its ideas as “suitable for a 
comic opera”’ and adds: “For my part, I should think it great 
progress if the exports and imports of the Philippines could be 
doubled in twenty years.” 

Mr. Sawyer’s opinion is shared by most of the competent mer- 
chants and business men now in Manila. As one of them lately 
remarked to the writer : ; 

There is absolutely no prospect of increasing the trade of the islands in 
any considerable or marked degree until we can get access to the markets of 
the United States or some others of similar extent. Even then, it is very 
doubtful whether large gains can be made in trade within any reasonable 
period. The only large gain in exports must be in hemp, tobacco, or sugar — 
all commodities subject to very broad conditions of international competition 
or taxation. My own firm is prosperous, but it is so, simply because we have 
never had the slightest confidence in the future of the islands, but have devoted 
ourselves to dealing in exchange, bidding on government contracts and doing 
steamship-agency business. } 

Opinions of the same sort could be multiplied, and ought to 
outweigh the professionally roseate anticipations of Mr. Taft, who 
speaks of “an immense field for the sale of American goods” 3” 

™ Quoted by Sawyer in “ The Inhabitants of the Philippines,” Scribner's, 1900, 


p. 165. 
% Annual Report, 1903. 
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among the natives, though he adds that this field cannot be 
exploited until larger amounts of American capital are brought to 
the islands. 

It is undoubtedly true that, subject to the three changes in 
legislation just indicated, the Philippines would assume an aspect 
entirely different from that which they now exhibit; but it should 
be clearly understood by American business men that there is to be 
no phenomenal and unlimited increase in business activity in the 
Philippines — barring, of course, the possibility of a sudden — and 
now improbable— mining expansion. As already seen, the few 
simple exports of the islands are the central factor in their eco- 
nomic situation, and the economic future depends entirely on the 
ability to build up and develop the trade in this limited number of 
commodities. Of these commodities four only deserve attention, 
and of these four hemp now ranks far ahead of the others, its 
exports — $21,794,960— being about two-thirds of the total 
exports of the islands; while sugar with $2,668,507, tobacco with 
$2,015,287, and copra with $2,527,019 make a combined total of 
less than one-third the hemp exports. The immediate future, 
therefore, seems to depend upon finding larger markets for sugar, 
tobacco, and copra, and of maintaining and extending the market 
for hemp. It deserves to be noted that the extent to which 
Philippine copra, sugar, and tobacco can be marketed depends not 
only on tariff conditions, but upon the demand for the products 
that can be built up. Let us pass in review some facts relating to 
the demand for each of these articles. 

The area under sugar in various parts of the world has latterly 
been so large as to furnish a superabundant supply of. the com- 
modity, and to preclude the possibility of any favorable prospect 
in the immediate future for those commodities that must compete 
in neutral or free-trade markets. Of this, the present condition of 
the West Indies and the bad outlook for Philippine sugar furnish 
abundant evidence. The admission of Philippine sugar to the 
United States is now being advocated on the ground that the 
product will enjoy especial advantages in our market, yet will 
not injure the domestic sugar-grower, because the amount likely 
to come in will be so small. It is obvious that the admission of 
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Philippine sugar to the American market, duty-free, would be an 
immense advantage to the producer, and would probably enable 
him to sustain himself, in the face even of the present adverse 
sugar conditions, so long as our present tariff rates on sugar were 
maintained against others. The argument, however, defeats 
itself, since the plea for free admission is based on the claim 
that but little would be produced and would come in. If sugar 
should be imported from the Philippines in large quantities, it is 
improbable that the situation would be tolerated by our domestic 
sugar-growers, who would demand the enforcement of the “ pro- 
tective principle” in their industry. Prosperity and large sales in 
the Philippine sugar industry now seem to be dependent upon 
preferential admission to the American market, but the latter is 
seemingly incompatible with large sales and consequent pros- 
perity, for political reasons. 

The considerations that are true of sugar hold good also of 
tobacco. Tobacco, moreover, is in an exceptionally difficult situa- 
tion. The Manila product, owing to its peculiar flavor, appeals 
only to a particular class of consumers, and a trade in it must be 
carefully developed. How far this will be possible can hardly be 
predicted. 

Copra goes only in small quantities to the United States. 
During the fiscal year 1904, only $9,231 worth of the product was 
imported here out of a total export from the Philippines of 
$2,527,019. It goes chiefly to France, and alterations in our tariff 
laws are not likely to affect its production and sale very seriously 
either one way or the other, especially as we have competing prod- 
ucts that render importation unprofitable. There is no reason to 
expect any considerable improvement in the sale of the article, 
except as such improvement may be brought about by lower prices 
and better qualities of the annual crops due to improved conditions 
of production. . 

The only important item in the present export trade that 
remains for consideration is hemp. This article has been the main 
reliance of the islands, and it has been thought by some that an 
indefinite extension of hemp cultivation might be made. It has 
been assumed by the authorities that a practically unlimited 
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demand for Manila hemp existed and could not be met by sub- 
stitutes of any sort. This being supposed true, much stress has 
been laid on increased hemp exports, especially in view of the very 
high prices for the staple that have lately prevailed. If it were 
true that the hemp area could be indefinitely extended, the situa- 
tion would be different, but experience shows that it is lands only 
of a very well-defined type that will yield satisfactory results, and 
that the supply must therefore be subject to distinct limitations. 
But a worse shock has come in the discovery that the demand for 
hemp is likewise limited, being confined to good qualities chiefly, 
and falling off in a marked way when a certain price is exceeded. 

During the past year or two, a very sharp deterioration in the 
quality of Manila hemp has been noted. This deterioration went 
so far as to lead to demand for official supervision and classifica- 
tion of hemp offerings in the market, with a view to improving 
the quality of the native farmers’ output. Investigation led the 
Philippine Commission to the conclusion that direct action on the 
question was impossible, except under conditions that would 
unduly favor certain interests at the expense of others. “The 
high price of hemp,” wrote the commission, “always increases 
production of inferior quality. This is a natural economic result ; 
if the dealers do not desire to pay high prices for the inferior 
quality their refusing to do so will soon bring up the quality of 
hemp.” '* Correct as the commission doubtless was in this 
decision, the fact remains that the demand for the fiber is very 
distinctly limited, and is decreased by deterioration in quality as 
well as by increase in price. To what extent this is the case may 
be inferred from the decline in hemp exports to the United States 
during 1904. We took about $12,300,000 worth of hemp in 1903 
out of a gross exportation of $21,700,000 in that year. During 
the year 1904, out of substantially the same gross exports, only 
$10,600,000 went to the United States—-a decline of about 
$1,700,000. The reasons for this falling off were clearly stated 
in a letter written to Mr. H. T. Edwards, of the insular Bureau of 
Agriculture, by a representative of the International Harvester 
Co., of Chicago. After describing the quality of hemp preferred in 
% Report of the U. S. Philippine Commission, 1903, Vol. I, p. 51. 
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the manufacture of binder twine, and complaining that “ never 
within the experience of this company or its predecessors, extend- 
ing over twenty years, have we been afflicted with so uniformly 
poor qualities of hemp as for the past two years,” the letter went 
on to say: 

If the supply of sisal [fiber] were sufficient, we should discontinue the use 
of Manila under present conditions of quality, and while we are not able now 
to adopt this course on account of the extent of our requirements, we are 
gradually raising them, using substitutes wherever it is possible, and other 
consumers are doing the same. We believe that the result will be a gradual 
reduction of the consumption of Manila hemp for binder-twine purposes, 
and a corresponding increase in the consumption of other fibers, unless some 
remedy is found for improving Manila hemp. Once consumers learn that 
other fibers can be used as economically as Manila, a return to the latter fiber 
will be a difficult matter. 


Mr. Edwards, in a later communication to the chief of his 
bureau, fully admitted the soundness of the complaints of the 
makers of binder twine, showed that the sisal fiber is now used in 
the manufacture of probably 75 per cent. of all binder twine, and 
indicated the introduction of a machine for cleaning hemp as the 
only promising means of warding off danger to the hemp tzade.!* 
Such a machine has since been completed and, at a recent test 
(January, 1905) in Washington, was said to work well, but is 
equally available for the treatment of sisal fiber. It is, therefore, 
hard to see how it will much assist in the advancement of the 
Manila product. 

The sisal fiber several times referred to is now largely drawn 
from Mexico and elsewhere, and is only slightly cultivated in the 
Philippines. Its wider cultivation there is, of course, possible, 
should commercial conditions make it profitable. The same is true 
of various other tropical products, some of which the government 
is now striving — with prospects of ultimate success—to intro- 
duce. But, from what has been said, it will be evident that Philip- 
pine agriculture is not likely to prove the bonanza it has been con- 
sidered. Most of its products can be obtained as well and as 
cheaply from some other source, and others of them must meet the 
sharp competition of valuable substitutes grown elsewhere. The 


% Correspondence published, Manila American, July 30, 1904. 
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agricultural future of the Philippines must depend upon careful, 
persistent, steady work, designed to improve the quality and lower 
the cost of native products, and thus to win in a sharp competitive 
battle. Even with a rich soil and great natural productiveness, 
success can probably be gained only if special commercial advan- 
tages are granted by the United States. In view of these facts, 
there is no use for many Americans in the Philippines, unless they 
are possessed of considerable capital which they are willing to 
invest; for it is obvious that tropical agriculture is an occupation 
in which the American settler unprovided with capital can hardly 
hope to thrive by his own physical labor. At present the pros- 
pective profits to be gained from such investments are far from 
furnishing much attraction to our capitalists. 


IV 


It would be unfair to our administrators to suppose that they 
did not long ago perceive the facts in the Philippine situation. 
Recognizing these facts, they saw that they must reconcile them- 
selves to a long and tedious process of industrial development. 
In consequence there has been a search for some alternative plan. 
The crux of the situation was early seen — apart from tariff and 
kindred questions — to be the problem of local cost of production ; 
and in this again the central factor was the labor issue. Natur- 
ally enough, Americans anxious to grow rich in the Philippines 
have urged that an adequate supply of cheap labor would enable 
them to market the products of the islands at a low rate, in spite 
of keen competition from without; and hence the loud and per- 
sistent demand for permission to introduce Chinese under con- 
tract—a demand which has received the sanction of Professor 
J. W. Jenks in a recent report, and of sundry of our adminis- 
trators. With this suggestion must be classed the recommenda- 
tions of Mr. Taft and others that interest on capital invested in 
various enterprises be guaranteed by the government and that 
lands be opened in large tracts to corporate exploitation. Mr. 
Taft’s railway policy has now been, in part at least, adopted 
by Congress in the bill guaranteeing railway bonds, passed 
at the session recently ended. But this still leaves the labor and 
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land questions untouched; and without imported labor, as testi- 
fied by Mr. J. T. Norton, the Commission’s railway expert, 
construction of railways will be impossible or profitless. The 
spending of the capital to be invested in the proposed schemes 
will, perhaps, cause a temporary prosperity, however short-lived, 
and may bring back the “boom days” of the early military occu- 
pation. But the land and labor questions will recur with double 
force when the construction period is ended and the task of secur- 
ing traffic for the roads begins. Then, if not before, the call for 
contract Chinese labor and for large plantations will become 
imperative. Shall these suggestions be accepted? The intro- 
duction of a system of quasi-slavery would undoubtedly result 
to the profit of the American exploiters who are ready to take 
up the vacant lands of the islands. With land at a nominal 
figure, with labor depressed to the lowest notch of the existence- 
minimum, and with free entry for their goods into the United 
States—if these demands be conceded—they may probably 
find profitable fields of investment. The Filipino himself is a good 
worker, though unable to compete with the Chinaman for the 
same reasons that make the American laborer dread oriental com- 
petition. Deprived of his public lands, he would also be driven 
from employment by the impossibility of maintaining the competi- 
tive struggle. Although a few of our citizens might be able to 
reap large profits, they would therefore do so partly at the expense 
of the natives and partly at that of the home taxpayers, who sup- 
port the army that makes our administration possible. This policy 
would not have the effect of increasing the buying power of the 
natives or of extending the market for our goods. Similarly, the 
investment of American capital in railroads and other public 
utilities will either yield a regular return or it will not. If not, 
then the guaranteed interest must be paid by Philippine taxpayers, 
who will sink deeper and deeper into the mire of financial disaster 
in which they are now staggering. If investments prove profit- 
able, they can do so only by a very large development of the 
industries of the country, made possible through the use of coolie 
labor, as already described, and by the cession to private interests 
of large tracts of the public domain to be cultivated on the estate 
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system. Already the American press and population in Manila 
are crying out for the introduction of a system of exploitation — 
anticipating the recent passage through Congress of the bill 
authorizing the government guarantee of interest on railway 
bonds. Already the native, groaning under a weight of taxation 
far heavier than in the days of the Spanish clerical bureaucracy, 
is looking apprehensively to the introduction of the new economic 
policy. The choice of methods must be made. We must decide 
between the enlightened policy of education and of slow commer- 
cial expansion in the interest of the native population, and the 
plan of quick development, large land grants, and other conces- 
sions to foreign capital now advocated by our Philippine adminis- 
tration and by Mr. Taft. Is the cry, “The Philippines for the 
Filipinos!” a true expression of altruistic sentiment? If so, our 
choice of a policy will be quickly made. 


H. ParKER WILLIs. 
WASHINGTON AND LEE UNIVERSITY. 














THE PRESENT LEGAL STATUS OF ORGANIZED 
LABOR IN THE UNITED STATES 


It is a far cry from a statute forbidding all combinations of 
workingmen to one that requires all public work of municipal cor- 
porations to be done by union labor and be paid for at union rates. 
Though six centuries intervened between the two enactments 
named, the actual change in the governmental attitude has taken 
place almost entirely within the past century. To review the steps 

this readjustment of position and the struggles that have led up 
to it is, however, beside the present purpose, which is only to set 
forth within a modest scope such an account of some of our own 
more recent laws’ and decisions as will indicate somewhat the 
status of labor, or rather of organized labor, in so far as such 
status has been made a subject of legal determination. 

Besides the question of the labor unions themselves, an inter- 
esting situation is developing from the formation of employers’ 
associations and citizens’ alliances, and a unique opportunity is 
afforded for a study in comparative organization. The objects 
and methods of the associations of employers and of employees 
are, mutatis mutandis, so nearly identical that it would appear that 
what is allowed the one must be allowed the other, and that the 
same legal principles must control. So that if the labor union 
alone were not of sufficient importance to command attention, the 
entering in of this new element —or rather this revival of a very 
old but long dormant institution— would assuredly obtrude the 
question of the position and influence of industrial organizations 
upon the most unobservant. 

Many divergent and even conflicting opinions are handed 
down from the bench, and the attitude of legislatures differs only 
less widely, but a general trend is none the less observable, and by 
confining our review to a very few years past a showing can be 
made which, while not complete, will be at least suggestive. 


1 The statutes referred to herein are to be found, with one or two exceptions 
in the Tenth Special Report of the Commissioner of Labor. 
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The general right to organize for the purpose of bettering his 
condition, leaving to him the privilege of defining with consider- 
able liberality what shall be included in such a purpose, is allowed 
to the workingman by the courts of all the states, and directly by 
the statutes of nearly every state and by the national government. 
The federal statute and the laws of ten states? provide for the 
incorporation of trade unions, the Nebraska law going so far as, 
in effect, automatically to incorporate any local assembly of the 
Knights of Labor immediately on the receipt of its charter. This 
was doubtless intended as a favor, but the privilege of incorpora- 
tion is, in general, very little prized by organized labor at present. 
Two other states, New Jersey and New York, provide for joint 
incorporations of labor unions for specific purposes. 

A number of states which forbid the formation of monopolies 
and trusts for the control of prices specifically exempt labor organi- 
zations from their prohibitions;* others have modified common 
law or statutory conspiracy by declaring that labor combinations 
are not to be so classed.*_ In Pennsylvania, for instance, the right 
to strike when continuance in service would be contrary to the 
constitution, rules, or resolutions of any organization to which an 
employee belongs, is specifically granted, as well as the power of 
unions to devise and adopt ways and means to carry such regula- 
tions into effect. For such acts, prosecution for conspiracy is for- 
bidden, the only limitation being that the regulations in question 
shall not conflict with the constitution of the state or of the United 
States; prosecution under other laws than those against conspir- 
acy, however, is not precluded, where offenses have been com- 
mitted. 

Opposition of the employer to the unions is sought to be 
restrained by laws forbidding the requirement of any pledge or 
agreement on the part of the employee not to join a labor union, 
and prohibiting the discharge of any workman on account of such 

2 Towa, Louisiana, Maryland, Massachusetts, Michigan, Nebraska, Ohio, Penn- 
sylvania, Texas, Wyoming. 

* Louisiana, Michigan, Minnesota, Montana, Nebraska, North Carolina, Wis- 
consin. 

‘California, Colorado, Maryland, Minnesota, New Jersey, New York, North 
Dakota, Pennsylvania, Porto Rico. 
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membership.® In this connection it may be said that Illinois,® 
Kansas,’ and Wisconsin § recently, and Missouri® at a somewhat 
earlier date, have, by their supreme courts, declared such laws 
unconstitutional as restricting the rights enjoyed by both employer 
and employee to terminate all engagements not controlled by con- 
tract at the will of either party, and for any reason that may 
appear to them good and sufficient. The Superior Court of Penn- 
sylvania?° took a similar view of such a law in that state, though 
the Supreme Court has never passed upon it; while an Ohio 
statute of the same kind was upheld by a court of common pleas."! 

A statute which goes a step farther in this direction, but which 
has not, so far as known, been passed upon by any court, is the act 
of the Minnesota Legislature of 1903, making it an offense for 
any employer to discharge his employees by reason of their having 
engaged in a strike, or to seek to prevent their employment for 
that reason, or for a prospective employer to require of applicants 
for employment a written statement as to their participation in 
any strike. 

Coming perhaps within our purview in this connection is the 
act of the Iliinois Legislature of 1899, making it unlawful for an 
employer whose employees are on strike to advertise for workmen 
or to make any proposal or contract for their employment without 
stating in the advertisement, proposal, or contract that such strike 
is in progress. The statute-books of Montana, Oregon, and 
Tennessee contain similar provisions. The Legislature of Wis- 
consin, by its act of 1901, forbade the free public employment 
offices created thereby to furnish lists of persons desiring employ- 
ment to employers in whose works a strike was in progress —a 
provision which was omitted in the superseding act of 1903, while 


° California, Colorado, Connecticut, Idaho, Indiana, Kansas, Masachusetts, 
Minnesota, Nevada, New Jersey, New York, Ohio, Oregon, Pennsylvania, Porte 
Rico, Wisconsin, United States. The United States statute relates only to rail- 
roads engaged in interstate commerce. : 

® Gillespie v. People, 58 N. E. Rep. 1007. 

* Coffeyville Brick and Tile Co. v. Perry, 76 Pac. Rep. 848. 

® State ex rel. Zillmer v. Kreutzberg, 90 N. W. Rep. 1008. 

* State v. Julow, 31 S. W. Rep. 781. 


” Com. v. Clark, 14 Sup. Ct. Rep. 435. 1 30 W. L. B. 342. 
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a similar one was recently declared unconstitutional in Illinois.'? 
A federal court, independent of statutory provision, recently 
refused the prayer of a telegraphers’ union for an injunction that 
would prohibit the discharge of its members because of their 
belonging to the union, on the grounds that a court could not pass 
upon the reasons for employment or discharge;?* and clearly, 
until the parties to a contract are equally ready to submit to 
enforced service and enforced employment, neither can equitably 
ask for the enforcement of any such demand against the other. 

It is maintained by the labor unions that the employment of 
union labor guarantees to some extent the quality of the product 
as well as the sanitary condition of its manufacture, and, in order 
that the consumer may be somewhat advised as to these points, 
they propose that goods of union make shall bear a label indicative 
of that fact. Forty states have enacted laws for the special pro- 
tection of such label or trade-mark from imitation or infringe- 
ment. Two states, Montana and Nevada, go so far as to provide 
that all public printing shall bear the union label; but if we may 
judge from the fate of certain city ordinances to the same effect, 
such laws cannot stand the test of constitutionality, since they 
abridge the privileges of citizens by making arbitrary discrimina- 
tions between certain classes, and also exact undue sums from the 
taxpayer by so restricting competition as to increase the cost of 
the work contracted for, and are therefore against public policy." 

Nor can we help thinking it likely that the Nebraska statute 
above referred to, which restricts employment on public works to 
union labor, will likewise be found to be fatally at variance with 
the provisions of the Constitution and its amendments, which 
guarantee the liberties of the people as a whole; especially as we 
find that an ordinance of the city of Chicago, requiring that only 
members of labor unions be employed on public works in the city, 
was set aside as effecting an unlawful discrimination between citi- 
zens.'° The well-known “open shop” discussion so recently 

Matthews v. People, 67 N. E. Rep. 28. 

* Boyer v. W. U. Telegraph Co., 124 Fed. Rep. 246. 


“Holden v. Alton, 53 N. E. Rep. 556; Marshall & Bruce Co. v. City of 
Nashville, 71 S. W. Rep. 815. 
* Fiske v. People ex rel. Raymond, 58 N. E. Rep. 985. 
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before the country in the case of the Government Printing Office, 
and the conclusions reached in that connection by President 
Roosevelt, are evidence along the same lines. 

Not only the union label, but also the badge, button, or other 
insignia of the union, is in some states safeguarded by statute 
from imitation or wrongful use;?* while in some the forgery of 
an association card is a specific offense.’* Still other forms of 
recognition of organized labor are found in statutes which provide 
for the naming by a trade union of a member or members of a 
board of arbitration to be formed for the adjustment of labor dis- 
putes in which the members of such a union are concerned;1* in 
the acts of Minnesota and Missouri establishing barbers’ examin- 
ing boards, providing that one member of such boards shall be 
nominated by a barbers’ union; in the recognition by a Missouri 
statute of the certificate of competency issued by an incorporated 
local association of stationary steam engineers; and in a New 
York statute which makes it a misdemeanor to give or offer any- 
thing of value to a duly appointed representative of a labor 
organization with intent to influence his acts or decisions as such 
representative. 

The legislation above considered, authorizing the formation of 
unions and securing to them certain prerogatives, has for its object 
the protection and enlargement of the rights of organized labor as 
such. In some instances there is to be found embodied in such 
laws a provision to the effect that the privileges granted are not to 
be construed as authorizing or condoning any act violative of the 
rights of others or as affecting the law relative to unlawful assem- 
blies, etc. 

Laws aimed directly at certain acts more or less frequently 
practiced by organized labor are also found, representing the 
restrictive attitude of the state. Thus interference with employ- 
ment by intimidating either employee or employer, or any union or 
combination of persons by which it is sought to prevent any one 

%® Massachusetts, Pennsylvania. 17 Georgia, New York, Wisconsin. 


#8 Colorado, Connecticut, Illinois, Louisiana, Massachusetts, Minnesota, Mis- 
souri, Montana, New Jersey, New York, Ohio, Texas, Utah, Wisconsin, United 
States. 
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from accepting or continuing in any employment that he may 
choose, is a statutory offense in several commonwealths.’® Rail- 
road service is marked out for especial protection against inter- 
ference or intimidation in some states;?° while the abandonment 
of a locomotive or railroad train at any place other than its 
destination, in furtherance of any purpose to incite or maintain a 
strike, or the refusal by a railroad employee to handle cars of a 
road on which a strike exists, is directly legislated against in seven 
instances.”? 

The action of certain unions in expelling from membership 
those of their number who are or may become members of the 
national guard, while not immediately an interference with 
employment, is certainly an infringement on the liberties of the 
citizen, and also affects the opportunities for employment where 
unionism in any degree controls the same. Such interference is 
specifically prohibited in a recent statute of the state of New York, 
making it a misdemeanor for unions to discriminate against mem- 
bers or applicants for membership on account of enlistment. It 
can but appear, however, that the enforcement of such a law, 
especially in its attempt to control their attitude toward applicants 
for membership, will be quite difficult as against voluntary 
organizations. 

The boycott is a weapon that is proscribed in a number of 
states ;** while picketing, without which it may almost be said 
that a strike is foredoomed to failure, was made illegal at the last 
session of the Alabama Legislature. 

A departure that proposes a measure of restriction upon both 
employers and employees is found in a very few states,?* by which 
the findings of a board of arbitration are made binding on both 


” Alabama, Connecticut, Georgia, Illinois, Maine, Massachusetts, Michigan, 
Minnesota, Mississippi, Missouri, New Hampshire, New York, North Dakota, 
Oklahoma, Oregon, Pennsylvania, Porto Rico, Rhode Island, South Dakota, Texas, 
Utah, Vermont, Wisconsin. 

* Delaware, Illinois, Kansas, Kentucky, Maine, Mississippi, New Jersey, 
Pennsylvania. 

™ Connecticut, Delaware, Illinois, Kansas, Maine, New Jersey, Pennsylvania. 

* Alabama, Colorado, Illinois, Indiana, Texas. 

*® Colorado, Idaho, Illinois, Indiana. 























LEGAL STATUS OF ORGANIZED LABOR 179 


parties for a specified term, where there was an agreement to sub- 
mit the case, failure to abide by such agreement being punishable 
as for contempt of court. Punishment may not extend to 
imprisonment, however, except in cases of “ wilful and contuma- 
cious disobedience” in Indiana, Idaho, and Colorado, and in no 
case in Illinois. 

A legislative idea that has thus far met with adversity during 
its brief career is one that proposes to classify contempts of court, 
considering those committed outside the court’s presence as indi- 
rect and providing a jury trial for them. This provision, though 
“naming no names,” is an obvious attempt to restrict the power 
of judges to proceed summarily in the punishment of violators of 
such injunctions as are issued in the case of strikes. A bill 
embodying this idea passed the Senate of the United States in 
1896, but failed in the House. A statute of the same form was 
enacted in Kansas in 1897, only to be repealed in 1901. In Vir- 
ginia a law of like tenor, enacted in 1898, was promptly declared 
unconstitutional by a court that declined to be fettered by such 
regulations ;** a similar fate recently befell the Oklahoma statute 
of 1895,5 which contained provisions for change of venue and 
jury trial in cases of indirect contempt. The constitution of Vir- 
ginia of 1902 contains a clause authorizing the legislature to regu- 
late the practice of the courts in this matter, a privilege which has 
thus far not been taken advantage of. The state of Colorado has 
a law, passed in 1901, providing for jury trial for contempts not 
committed in the presence of the court, which is probably the only 
one of its kind now on the statute-books of any commonwealth, 
though a Kentucky statute provides that no fine above thirty dol- 
lars, or penalty of imprisonment exceeding thirty hours, can be 
assessed for contempt without a jury trial. 

This glance at legislation shows that organized labor is an 
element with which our lawmakers are reckoning, and that’there 
is a growing tendency to protect it by statute in certain prescribed 
activities and to determine at what points these activities must 
stop. The common law remains, as it has been, the chief arbiter 
of the rights of contract and of property, whether it be of material, 


™ Carter’s Case, 32 S. E. Rep. 780. *% Smith v. Speed, 56 L. R. A. 402. 
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tangible form, or whether it be of a more abstract nature, as the 
right to control one’s own labor or to choose forms and conditions 
of service or employment, whether these be considered with refer- 
ence to single individuals or to larger numbers in the form of 
organizations; while the courts of equity are yet appealed to tc 
hold in check those agencies that threaten irreparable loss and tc 
redress wrongs that are without effective remedy at the common 
law. 

Such at least is the theory; as to actual results, opinions differ 
widely. Certainly improper and indefensible injunctions have 
been granted by courts of equity, and with equal certainty it may 
be affirmed that half-hearted measures have left free the out- 
working of misguided impulses, or have permitted persons of 
criminal disposition not only to interfere with and injure trade, 
but also to take life in the alleged pursuit of the rights of labor. It 
is not to be doubted that many acts of violence have been com- 
mitted during strikes by persons in no way connected with labor 
or with labor unions, but there is an abundance of thoroughly 
authenticated cases in which union men have committed known 
assaults of the most aggravated kind and retained good standing 
in their organizations. Whether courts of equity can be so 
hedged about by legislation on the subject of issuing injunctions 
as to prevent acknowledged abuses, or whether the question must 
be left to work itself out in the continuing adjustments of con- 
flicting interests and demands and claims of right, is a question 
that is doubtless open to discussion. It is very evident that the 
labor organizations have largely made up their minds that legis- 
lation is required, and they show no hesitation in making out at 
least the preliminary requirements therefor.. A bill has been 
repeatedly offered in Congress which has for its aim the limitation 
of the meaning of the word “conspiracy,” and of the use of 
restraining orders and injunctions, in so far as the authority of 
Congress extends to such limitations and control, but the measure 
has failed as yet to receive the requisite legislative sanction. 

While the writ of injunction is an ancient one, its use in the 
present forms of labor troubles is of comparatively recent develop- 
ment, and some difficulty has been experienced in the attempt to 
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ground it on such clearly defined foundations as to give it the 
cogency and effectiveness that are felt to be desirable. Where 
there is a contract which either employer or employee is prevented 
from carrying out, the matter is quite simple; but what interest 
has an employer in laborers whom he has never seen, and with 
whom he has entered into no relations of employment, even 
though they might enter his service but for the advice or warnings 
of picketing strikers? And how can a merchant declare in court 
that any person or persons would be beneficial customers of his but 
for a boycott, when such persons have no sort of agreement or 
custom as to such trade? 

In considering questions of this nature, courts of equity have 
apparently concluded that there were grievances such as would 
warrant their action, without always being able clearly to state the 
grounds therefor. The situation reminds us somewhat of the 
mode of procedure said to have been followed in our Supreme 
Court, at a time when it had a chief justice of such accurate judi- 
cial instinct that he frequently formulated the proper decision in a 
case, requesting another member of the court, excelling in a 
knowledge of authorities, to support the decision by the proper 
references to res adjudicata. The trouble in the case in hand, 
however, has been to find the references. It was recently declared 
from the supreme bench of Minnesota that 


it is immaterial whether contract relations actually existed between plaintiffs 
and their customers at the time, for it would be just as injurious and destruct- 
ive to plaintiffs’ business to prevent them by such means from obtaining 
customers with whom they could enter into contracts as to interfere by 
unlawful threats and intimidation and cause existing contract relations to be 
broken. It is plaintiffs’ business as a whole that the law protects, and not some 
particular transaction involved therein.” 


A present member of the United States Supreme Court disposed 
of the question broadly by saying that he believed 


most thoroughly that the powers of a court of equity are as vast and ‘its pro- 
cesses and precedure as elastic as all the changing emergencies of increasingly 
complex business relations and the protection of rights can demand.” 


A Massachusetts decision 2° declares the interference and disturb- 


* Gray v. Building Trades Council, 97 N. W. Rep. 663. 


754 Fed. Rep. 746. °° Sherry v. Perkins, 17 N. E. Rep. 307. 
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ance resulting from the conduct of a strike by organized labor and 
their hindering the conduct of business to be a nuisance, which 
statement, like the “confession of faith” of the distinguished 
jurist quoted above, may be in general accepted as true, though 
neither can be considered as a very definite or satisfactory basis of 
procedure. 

Perhaps the nearest approach to such a statement that has 
come from the bench in this country is presented in the discussion 
of a strike case by Vice-Chancellor Stevenson, of the Court of 
Chancery of New Jersey,?® who recognized the difficulty there is 
in perceiving how molestation and annoyance, not of the employees of a com- 
plainant, but of persons who are merely looking for work and may become 
employees of the complainant, can be erected into a legal or equitable grievance 
on the part of the complainant. 


In the case under consideration the possible employees themselves 
made no complaint, nor was there such molestation as to support 
a common-law action of tort, as for assault or battery, or for slan- 
der. Yet that there was actual and material interference with the 
complainant’s business was well established, and the grounds on 
which the court saw fit to intervene appear in the following quota- 
tion from the opinion of Vice-Chancellor Stevenson : 

The underlying right in this case under consideration, which seems to be 
coming into general recognition as the subject of protection by courts of equity 
through the instrumentality of an injunction, appears to be the right to enjoy 
a certain free and natural condition of the labor market, which in a recent case 
in the House of Lords was referred to, in the language of Lord Ellenborough, 
as a “ probable expectancy.” This underlying right has otherwise been broadly 
defined or described as the right which every man has to earn his living, or to 
pursue his trade or business, without undue interference, and might otherwise 
be described as the right which every man has. whether employer or employee, 
of absolute freedom to employ or be employed. The peculiar element of this 
perhaps newly recognized right is that it is an interest which one man has in 
the freedom of another. In the case before this court, the Jersey City Printing 
Company claims the right not only to be free in employing labor, but also the 
right that labor shall be free to be employed by it, the Jersey City Printing 
Company. A large part of what is most valuable in modern life seems to 
depend more or less directly upon “ probable expectancies.” When they fail, 
civilization as at present organized, may go down It would seem inevit- 
able that courts of law ... . will discover, define, and protect from undue 

* Jersey City Printing Co. v. Cassidy, 53 Atl. Rep. 230. 
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interference more of these “ probable expectancies.” In undertaking to ascer- 
tain and define the rights and remedies of employers and employees in respect 
of their “probable expectancies” in relation to the labor market, it is well not 
to lose sight altogether of any other analogous rights and remedies which are 
based upon similar “ probable expectancies.” It will probably be found in the 
end, I think, that the natural expectancy of employers in relation to the labor 
market, and the natural expectancies of merchants in respect to the mer- 
chandise market, must be recognized to the same extent by courts of law and 
courts of equity, and protected by substantially the same rules. It is freedom 
in the market, freedom in the purchase and sale of all things, including both 
goods and labor, that our modern law is endeavoring to insure to every dealer 
on either side of the market It is, however, the right of the employer 
and employee to a free labor market that is the particular thing under con- 
sideration in this case. Without any regard to the rights and remedies which 
the molested workman may have, the injunction goes at the suit of the 
employer to protect his “probable expectancy” —to secure freedom in the 
labor market to employ and to be employed, upon which the continuance of his 
entire industry may depend. 

While injunctions have not infrequently named labor organi- 
zations and their officers as subject to the restraint proposed, the 
actual recognition of the union as a body subject to penalty has 
occurred but rarely. One of the latest and most interesting cases 
of this class is from the superior court of Cook County, IIl., and 
presents perhaps the first instance in this country of the punish- 
ment of a labor union for contempt of court.*° 

In this case an employers’ association, known as the Chicago 
Typothetz, had entered into a contract with an incorporated 
organization of employees known as Franklin Union No. 4, with 
reference to a wage scale, such contract to run from April 1, 1901, 
to December 31 of the same year. By tacit consent the scale had 
remained in force for nearly two years longer than its original 
term, when it was declared annulled by the Franklin Union. This 
action was taken September 27, 1903, and on October 10, follow- 
ing, an injunction was procured forbidding the union, its officers, 
and other defendants “in any manner to interfere with, hinder, 
obstruct, or stop any of the business of the complainants;” also 
forbidding interference with employees by threats or intimidation, 
force or violence, or in like manner preventing persons from freely 


® Chicago Typothete v. Franklin Union No. 4, Chicago Legal News, No. 
XVIII. 
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entering into and continuing in the service and employment of the 
complainants. About two months later, on the evidence adduced, 
which involved a number of assaults and other violent and threat- 
ening acts committed by persons who were in official positions in 
the union and who drew strike benefits from its treasury, Judge 
Jesse Holdom, of the court above named, adjudged the union 
guilty of contempt, assessing a fine of one thousand dollars. 

While this case stands alone in some important respects, it sug- 
gests the case of Curran v. Galen,*! in which one Curran obtained 
judgment for damages in a suit against the officers of an unincor- 
porated labor organization in the state of New York under a 
statute authorizing such suit, the cause of complaint being that 
Curran was deprived of employment by the action of the union, of 
which he was not a member; also the cases of Parker v. Brick- 
layers’ Union * and Moore v. Same,** in which it was held by the 
Ohio courts that a trade union and its agents and members were 
jointly liable for damages caused by combinations that injured the 
plaintiffs by boycotts and interference with trade. England fur- 
nishes the noted Taff Vale decision of recent date, supported by 
the final judgment of the House of Lords, in which a penalty of 
twenty-three thousand pounds was assessed against the Amalga- 
mated Society of Railway Servants, an unincorporated union, as 
damages claimed by the Taff Vale Railway on account of acts of 
the society and its members done in furtherance of a dispute as to 
the terms and conditions of employment. The effect of such 
decisions is clearly to charge upon the union, as such, an accounta- 
bility to which it has not generally been held. 

Involved more or less fundamentally in these cases, and, in 
fact, in a large percentage of all strikes undertaken by the unions, 
is the question of the “open shop” already alluded to. In this 
connection we find the very recent case of Christensen v. People, 
in which the Illinois Appellate Court ** holds that the purpose of a 
strike undertaken with the object of bringing about the signing of 
a contract by the employer to hire none but union workmen is an 
unlawful one, and that any contract signed under the influence of 

146 N. E. Rep. 297. * 3: O. L. B. 223. 8 33 O. L. B. 48. 

* 1904. 36 Chicago Legal News 40. 
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such existing strike is voidable on account of duress. The court 
further says that 


the agreements in question would, if executed, tend to create a monopoly in 
favor of the members of the different unions, to the exclusion of workmen not 
members of such unions, and are, in this respect, unlawful. Contracts tending 
to create a monopoly are void. 

This case has attracted much attention, and has been widely 
discussed in the labor world, the statement having been made that 
it involved a new doctrine which, if established, would deal to 
organized labor a crushing blow. Almost on the heels of this 
decision come others to the same effect from the Superior Court 
of Massachusetts sitting in Boston, from a circuit court of Wis- 
consin sitting in Milwaukee, and from the appellate division of the 
Supreme Court of New York. In none of these cases, however, 
has the question come before the court of last resort in the state, 
and the probable appeals to such courts will be watched with 
interest; for while there is certainly a wide field of activity and 
usefulness for labor organizations apart from the existence of the 
closed shop, made so by an enforcible contract, it can hardly be 
doubted that to brand as a criminal conspiracy a strike to obtain 
such an agreement, as was done by Judge Adams in the Christen- 
sen case, would affect in many respects the position of both parties 
to the struggle. The Connecticut Supreme Court,®® on the other 
hand, finds in a “closed shop” contract “no provisions contrary 
to the criminal law of the state.” 

It may be noted, however, that the validity of such contracts 
between associations of employers and employees was passed upon 
more than seven years ago by the highest court of the state of New 
York, and they were there held to be invalid, in language no less 
clear and decisive than that used by Judge Adams. 

The case is that of Curran v. Galen, mentioned above. Curran 
was discharged by his employers at the instigation of officers-of a 
labor union in pursuance of an agreement by the company to 
employ only members of such union in their works, whereupon 
he brought suit against the union and its officers to recover dam- 
ages sustained by him on account of his discharge. The defend- 

*® State v. Stockford, 58 Atl. Rep. 769. 
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ants acknowledged the existence of the agreement as well as the 
performance of the acts complained of, but maintained that they 
“did so solely in pursuance of said agreement, and in accordance 
with the terms thereof, and without intent or purpose to injure 
plaintiff in any way.” On the point of the nature of the contract, 
Judge Gray, who prepared the opinion, which was unanimously 
supported by the court, said: 

If such an agreement is lawful, then it must be conceded that the defend- 
ants are entitled to set it up as a defense to the action, forasmuch as they 
allege that what they did was in accordance with its terms. In the general 
consideration of this subject, it must be premised that the organization or the 
co-operation of workingmen is not against any public policy. It is proper and 
praiseworthy, and perhaps falls within that general view of human society 
which perceives an underlying law that men should unite to achieve that which 
each by himself cannot achieve, or can achieve less readily. But the social 
principle which justifies such organizations is departed from when they are so 
extended in their operation as either to intend or to accomplish injury to 
others. Public policy and the interests of society favor the utmost freedom in 
the citizen to pursue his lawful trade or calling, and if the purpose of an 
organization or combination of workingmen be to hamper or to restrict that 
freedom, and, through contracts or arrangements with employers, to coerce 
other workingmen to become members of the organization and to come under 
its rules and conditions, under the penalty of the loss of their positions and of 
deprivation of employment, then that purpose seems clearly unlawful, and 
militates against the spirit of our government and the nature of our institu- 
tions. The effectuation of such a purpose would conflict with that principle of 
public policy which prohibits monopolies and exclusive privileges. It would 
tend to deprive the public of the services of men in useful employments and 
capacities. The candid mind would shrink from the operation of the principle 
contended for by the defense; for there would certainly be a compulsion or 
fettering of the individual glaringly at variance with that freedom in the pur- 
suit of happiness which is believed to be guaranteed to all by the provisions of 
the fundamental law of the state. 


But the closed shop does not depend for its existence upon the 
written or otherwise expressed agreement of the employer. The 
force of such circumstances as the unions well know how to create 
may be quite sufficient to prevent the employment of workmen 
whose standing has not the seal of their approval. And if we may 
accept as a criterion the findings in a case ** decided in 1902 by the 


* National Protective Association of Steamfitters, etc., v. Cummings, 63 N. E. 
Rep. 369. 
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same court that passed upon the Curran case, we shall feel sure 
that unionism will not become a dead issue merely because con- 
tracts for the exclusion of nonunion labor cannot be procured or 
enforced. 

The case referred to derives additional interest from the fact 
that the parties thereto were rival organizations, and that the 
opinion of the majority of the court was prepared by Judge 
Parker, then chief justice of the Court of Appeals. The action 
was one for an injunction to restrain the members of an associa- 
tion of steamfitters and helpers from preventing the employment 
of the members of a rival association. The defendants were in 
affiliation with the organizations of the various building trades of 
the city of New York, and had refused to accept one McQueed as 
a member. After being rejected by the older association, Mc- 
Queed had aided in the formation of the plaintiff association, 
whereupon the threat was made that he and his associates would 
be allowed no work in the city except on small jobs which the 
defendants did not care for, and that their organization would be 
driven out of existence. The method of effecting this result was 
to be by threatening to call out all affiliated workmen on any build- 
ing on which members of the objectionable association were 
employed, unless they were discharged. The discharge of the 
complainants was thus procured in a number of instances, though 
the employers testified that McQueed, against whom the acts of 
the defendants were especially directed, was a good workman, and 
that, apart from the difficulties into which they were brought by 
the threats of the defendants, they would gladly give him employ- 
ment; and it was against the continuance of this conduct on the 
part of the older associations that the injunction was sought. 

In denying the right to such injunction, Judge Parker said in 
part: 

The object of such an organization of workingmen is to benefit all its 
members, and it is their right to strike, if need be, in order to secure any law- 
ful benefit to the several members of the organization —as, for instance, to 
secure the re-employment of a member they regard as having been improperly 
discharged, and to secure from an employer of a number of them employment 


for other members of their organization who may be out of employment, 
although the effect will be to cause the discharge of other employees who are 
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not members. And whenever the courts can see that a refusal of members of 
an organization to work with non-members may be in the interest of the several 
members, they will not assume, in the absence of a finding to the contrary, 
that the object of such refusal was solely to gratify malice, and to inflict injury 
upon such non-members. A number of reasons for the action of the organiza- 
tion will at once suggest themselves in a case like this..... And another 
most important reason is suggested by the fact that these particular organiza- 
tions, associations of steamfitters, required every applicant for membership to 
pass an examination testing his competency. Now, one of the objections 
sometimes urged against labor organizations is that unskilful workmen receive 
as large compensation as those thoroughly competent. The examination 
required by the defendant associations tends to do away with the force of that 
objection as to them. And again, their restriction of membership to those 
who have stood a prescribed test must have the effect of securing careful as 
well as skilful associates in their work, and that is a matter of no small 
importance, in view of the state of the law, which absolves the master from 
liability for injuries sustained by a workman through the carelessness of a 
coemployee. I know that it is said that “ workmen cannot dictate to employers 
how they shall carry on their business, nor whom they shall or shall not 
employ;” but I dissent absolutely from that proposition, and I assert that, so 
long as workmen must assume all the risk of injury that may come to them 
through the carelessness of coemployees, they have the moral and legal right 
to say that they will not work with certain men, and the employer must accept 
their dictation or go without their services. 


As to the finding that 


Cummings threatened to cause a general strike against the plaintiff association 
and against the plaintiff McQueed wherever he found them at work, and that 
he would not allow them to work at any job in the city of New York, except 
some small jobs where the men of the Enterprise Association were not 
employed, and that he and Defendant Nugent threatened to drive the plaintiff 
association out of existence, 


the court states: 

It will be found that it fairly means no more than that the defendant 
associations did not purpose to allow McQueed and the members of his asso- 
ciation to work upon any jobs where members of defendant association were 
employed; that they were perfectly willing to allow them to have small jobs, 
fitted, perhaps, for men who were willing to work for small wages, but that 
the larger jobs, where they could afford to pay the rate of wages demanded by 
defendant associations, they intended to secure for their members alone—a 
determination to which they had a perfect right to come. 


We can but wonder what becomes of McQueed’s “ probable 
expectancy’ of an opportunity for employment under such rul- 
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ings, or by what right one man or set of men may assume to decide 
for other workmen what kind of jobs they are “ perfectly willing 
for them to have.” Indeed, the whole finding seems to be a rever- 
sion to 
“The simple plan 
That they should take who have the power 
And they should keep who can.” 


This opinion was concurred in by three of Judge Parker’s 
associates, two others uniting with Judge Vann in a dissenting 
opinion. Though the minority opinion is not controlling in the 
state, it may be permissible to quote a paragraph or two therefrom, 
especially as the grounds taken therein are supported by numerous 
citations from cases and textbooks; while in the majority opinion, 
citations and references to authorities are formally dispensed with, 
and the precedents set by the English cases particularly cautioned 
against. 

Speaking of the powers of labor organizations, after stating 
that to engage in “a peaceable and orderly strike, not to harm 
others, but to improve their own condition,” is within their rights, 
Judge Vann said: 

They have the right to go farther, and to solicit and persuade others who 
do not belong to their organization, and are employed for no fixed period, to 
quit work also, unless the common employer of all assents to lawful conditions, 
designed to improve their material welfare. They have no right, however, 
through the exercise of coercion, to prevent others from working. When per- 
suasion ends and pressure begins, the law is violated; for that is a trespass 
upon the rights of others and is expressly forbidden by statute. .... Their 
labor is their property, to do with as they choose; but the labor of others is 
their property, in turn, and is entitled to protection against wrongful 
interference. .... 

A combination of workmen to secure a lawful benefit to themselves should 
be distinguished from one to injure other workmen in their trade. Here we 
have a conspiracy to injure the plaintiffs in their business, as distinguished 
from a legitimate advancement of the defendant’s own interests. While they 
had the right by fair persuasion to get the work of the plaintiff McQueed, for 
instance, they had no right, either by force or by threats, to prevent him from 
getting any work whatever, or to deprive him of the right to earn his living by 
plying his trade. By threatening to call a general strike of the related trades, 
the defendants forced the contractor to discharge competent workmen who 
wanted to work for him, and whom he wished to keep in his employment. 
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They conspired to do harm to the contractor in order to compel him to do 
harm to the plaintiffs, and their acts in execution of the conspiracy caused 
substantial damage to the members of the plaintiff corporation. While no 
physical force was used, the practical effect was that members of one labor 
organization drove the members of another labor organization out of business, 
and deprived them of the right to labor at their chosen vocation. 


It cannot be denied that the views expressed in the minority 
opinion are more in accordance with the general trend of legal 
decisions where these questions are involved than are those found 
in the conclusions of the majority; nor can it be anticipated, in the 
light of the decisions as to “ closed shop” contracts, and the earlier 
holdings of this court itself, that a result which cannot be obtained 
by the orderly means of a mutual contract can finally be allowed 
to be procured by the coercion of sympathetic strikes, with the 
obvious purpose of monopolistic control, by the force of organiza- 
tion. 

Somewhat of like nature with the above is the case of Plant v. 
Woods,** in which one union was seeking to disrupt another by 
procuring the discharge of such of the members of the latter as 
refused to join the former. The Massachusetts Supreme Court 
held that threats to institute boycotts and to cause “trouble in his 
business” to the employer who would not comply with the 
demands made were malicious and unlawful acts, unless there was 
justifiable cause. This the court failed to find in the purpose to 
force the plaintiffs to join the defendant association, saying that 
the defendants might make such lawful rules as they please for the regulation 
of their own conduct, but they had no right to force other persons to join 
them. The necessity that the plaintiffs should join this association is not so 
great, nor its relation to the rights of the defendants, as compared with the 
right of the plaintiffs to be free from molestation, such as to bring the acts of 
the defendants under the shelter of the principles of trade competition. Such 


acts are without justification, and therefore are malicious and unlawful, and 
the conspiracy thus to force the plaintiffs was unlawful. 


Chief Justice Holmes, now of the United States Supreme 
Bench, did not unite in the above views, taking a position quite 
similar to that of Judge Parker in the McQueed case, as will 
appear from the following quotation from his dissenting opinion: 

57 N. E. Rep. ror. 
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I agree that the conduct of defendants is actionable unless justified. I 
agree that the presence or absence of justification may depend upon the object 
of their conduct, that is, upon the motive with which they acted..... To 
come directly to the point, the issue is narrowed down to the question whether, 
assuming that some purposes would be a justification, the purpose in this case 
of the threatened boycotts and strikes was such as to justify the threats. That 
purpose was not directly concerned with wages. It was one degree more 
remote. The immediate object and motive was to strengthen the defendants’ 
society as a preliminary and means to enable it to make a better fight on ques- 
tions of wages or other matters of clashing interests. I differ from my 
brethren in that I think that the threats were as lawful for this preliminary 
purpose as for the final one to which strengthening the union was a means. 
.... 1 think it lawful for a body of workmen to try by combination to get 
more than they now are getting, although they do it at the expense of their 
fellows, and to that end to strengthen their union by the boycott and the 
strike. 


It may be observed in passing that whatever liberty is allowed 
the striker in determining his own attitude toward a given oppor- 
tunity for employment, the assumption by Judge Holmes that 
threats made for the direct purpose of procuring higher wages 
would be justified by the object, is not borne out by the earlier 
Massachusetts case of Vegelahn v. Guntner,®* in which also he 
occupied a dissenting position. In this case the court held that the 
maintenance of a patrol was not justifiable on the ground that the 
defendants were only seeking to secure better wages for them- 
selves by compelling the plaintiff to accept their schedule of wages. 


A combination among persons merely to regulate their own conduct is 
within allowable competition, and is lawful, although others may be indirectly 
affected thereby. But a combination to do injurious acts, expressly directed to 
another, by way of intimidation or constraint either of himself or of persons 
employed or seeking to be employed by him, is outside of allowable competi- 
tion, and is unlawful. 


But these considerations encroach upon another phase of the 
question, which is discussed somewhat in a later portion of this 
paper. . 

It has happened that the defense offered for acts which made 
the person committing them liable in damages to an injured person 
was that the acts complained of were done in conformity to rules 
or instructions of the union. Thus, in the case of Gatzow v. 
8 44 N. E. Rep. 1077. 
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Buening,*®® the latter, as secretary of a Liverymen’s Association, 
ordered the hearse and carriages hired for attendance at the 
funeral of Gatzow’s child to be driven away from the house just 
before the time when they would be needed for the journey to the 
cemetery, because the undertaker employed was not in the union— 
a fact which, under the rules of the union, made it improper for 
the members to serve. Buening claimed that in ordering the 
vehicles away he was but performing his duty under the rules, but, 
the fact of damages and of an agreement or conspiracy having 
been proven, such a claim was not admitted as a defense, and 
Buening was held to a personal liability. 

That obedience to rules is not only not a defense, but that it 
may even form the gist of an offense, appears in the case of Bout- 
well v. Marr.*° In this case there was an admitted agreement, 
under penalty, to refuse to trade with a designated person, and the 
acts of the members of an association, done in accordance with 
such an agreement, though each merely withholding his own 
patronage, were held not to be voluntary or individual acts, 
although each member may have joined the association volun- 
tarily. The court says: 

It may be true that if the defendants, acting independently of any organiza- 
tion, and moved solely by similarity of interest and views, had united in 
withdrawing their patronage, the effect upon the plaintiff’s business would have 
been the same, and yet the defendants have incurred no liability. But, in the 
case supposed, the united action would result from the free exercise of indi- 
vidual choice. It will be seen upon further inquiry that this cannot be said of 
the action of an organization like that of the defendants. The withdrawal of 
patronage by concerted action, if legal in itself, becomes illegal when the con- 
cert of action is procured by coercion. In this case it could easily be found 
that a fine of fifty dollars for a violation of the rules was not intended to be 
applied to rules adopted to secure a performance of the ordinary duties of 
membership. If in fact designed to hold unwilling members to unity of action 
in any aggressive movement of an unlawful character, the defendants cannot 
complain if the law so treats it. The fact that the members of the association 
voluntarily assumed its obligations in the first instance, so far as it is a fact, 
is not controlling. The law cannot be compelled by any initial agreement of 
an associate member to treat him as one having no choice but that of the 
majority, nor as a willing participant in whatever action may be taken. 





* 81 N. W. Rep. 1003. 





” 42 Atl. Rep. 607. 

















LEGAL STATUS OF ORGANIZED LABOR 193 


In a case (Martell v. White) ,*? practically identical in circum- 
stances and principles with the above, involving a voluntary 
association of granite manufacturers in the state of Massachu- 
setts, the Supreme Court of that state quotes with approval from 
the opinion in Boutwell v. Marr, and speaks of the adoption of the 
system of forced contributions as a penalty for trading with pro- 
scribed persons, as a method of fining for the purposes of coercion 
which is 
arbitrary and artificial, and is based in no respect upon the grounds upon 
which competition in business is permitted, but, on the contrary, it creates a 
motive for business action inconsistent with that freedom of choice out of 
which springs the benefit of competition to the public, and has no natural or 
logical relation to the grounds upon which the right to compete is based. 

Such regulations differ in no fundamental respect from the 
penalizing by-laws of labor organizations, forbidding, for instance, 
the members of a union to work on the same job with nonunion 
men, under penalty of a forfeiture of ten dollars, as is prescribed 
by the Bricklayers’ Union of the District of Columbia. Of such 
coercive fines it may be said, as was said in one of the above cases, 
that the “voluntary acceptance of by-laws providing for their 
imposition does not make them legal and collectible, and the stand- 
ing threat of their imposition may properly be classed with the 
ordinary threats of suits upon groundless claims.” 

Indeed, to allow‘the validity of such provisions would amount 
to a turning over of the whole ordering of industrial society to a 
regulation by the rules and resolutions of the various classes of 
organizations, and the enforcement of “ unauthorized mandates” 
by means which th« law neither contemplates nor allows. In the 
light of these opinions, we may call to mind again the conflicting 
rulings of Judges Parker and Vann in the Steamfitters’ Case, and, 
applying these principles to the question of the calling off of asso- 
ciated trades, obligated as they were under a heavy penalty to 
obey such a call, consider whether the obedience rendered can be 
held to have been voluntary, or whether it would not rather come 
under the head of an “ arbitrary and artificial” compulsion, which 
the courts would not only not enforce, but which they would 
“69 W. E. Rep. 1085. 
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instead condemn. Recourse to the courts for the recovery of such 
a penalty is, of course, hardly to be expected, since a forfeiture of 
membership is, in most cases at least, a more dreaded punishment, 
and one that is in the hands of the organization; but if the dis- 
position to excuse labor organizations from certain restrictions 
applied to trusts and monopolistic undertakings could be left out 
of the reckoning, we should have to say that if the question of 
voluntary or coerced action became vital in any case, we had here 
the rule from which it must be concluded that the adoption of the 
system of heavy penalties removed the organization by so much 
from the realm of the voluntary association and gave to it the 
nature of a governmental system. 

The experience of the union with injunctions has been quite 
extensive, but it has generally been the case that the union was 
defendant, undertaking to prevent the issue of any restraining 
order. In Atkins v. Fletcher, however—a case which was 
before the Court of Chancery of New Jersey in the autumn of 
1903 — we find a veritable turning of the tables attempted. In this 
case an association of machinists, whose members were at the time 
on strike, prayed for an injunction against their former employers 
to prevent the interference of said employers with the rights of 
certain persons employed and paid by the International Associa- 
tion of Machinists to act as pickets near and about the works of 
the Fletcher Company. The bill alleged that “ many of the com- 
plainants have been so employed during said strike, and that they 
or most of them have been compelled to give up such employment 
by reason of the annoyance, insults, violence,” etc., to which they 
have been subjected by the company and its employees. This 
complaint has a very familiar sound to anyone who has read the 
prayers for injunctions against strikers interfering with the 
employment of labor by employers whose business is interrupted 
by acts described in the same or similar language. Vice- 
Chancellor Stevenson, of the New Jersey Court of Chancery, 
before whom the case was heard, recognized the claims as similar, 
but held that the right of voluntary associates to freedom in the 
labor market so that they could readily employ agents to carry on 

“ss Atl. Rep. 1074. 
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their side of the industrial war, whether engaged in supporting or 
in resisting a strike, had never been recognized as a proper subject 
of protection by means of an injunction; and further, that the 
question, if any, was one of damages, and not to be met by an 
injunction, inasmuch as it did not appear that the complainants 
were likely to suffer great or irreparable loss if the acts complained 
of were allowed to continue; nor did it appear but that the parties 
complained against were solvent, and that any damages which 
might accrue to complainants could be collected on a judgment 
properly obtained. 

The same court had recently to pass upon another claim of a 
union in a case in which an association of musicians sought to 
secure an injunction against the organization of a rival union 
under a charter granted by the American Federation of Musi- 
cians.*2 The association first mentioned had held a charter from 
the federation, which was afterward revoked for non-compliance 
with an order of the executive officer in charge of the district. 
The decision revoking the charter was not appealed from, but was, 
at the hearing of the case, declared by the plaintiffs to be illegal. 
The petitioners claimed that the charter conferred a valuable 
property right, that right being the exclusive privilege of member- 
ship in the federation within a certain district, and the right to use 
the name of the association. In the absence of funds or other 
holdings, Vice-Chancellor Emory ruled that the relations were 
only personal and voluntary, and not enforcible in a court of 
equity; and that the claim to exclusive membership and the right 
to use the name could not be recognized by a court, as to do so 
would give a legal sanction to the claims of the association to a 
monopoly, within the district named, of all rights of employment 
in that particular occupation. 

The mere fact of organization, then, is not sufficient to sup- 
port claims of interest as an employer; nor is the loss of a really 
valuable prerogative— valuable by reason of those influences 
which enforce the employment of union members only, but which 
depends upon the maintenance of voluntary relations — ground 
for legal interference, because such action would encourage 

* O’Brien v. Musical, etc., Union, 54 Atl. Rep. 150. 
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restraint of trade, although in both cases the interests of the 
organizations, as conceived by their members, were actually 
jeopardized. 

On the other hand, however, where the right of membership in 
a union could be shown to involve substantial interests, as where 
- there is an accumulated fund,** or the tools of members are held 
by the union for the common use of its members,*®° the courts have 
entertained the complaints of persons claiming to be unjustly 
deprived of their rights of membership, and have ordered the 
restoration of such claimants to their standing in the organization ; 
though it must be conceded that the cases referred to throw but 
little light on the subject of the value attached by the court to the 
mere fact of membership in the unions, as the cases were capable 
of settlement on a consideration of other conditions. 

There was before the same court, and at the same time that the 
case of Atkins v. Fletcher, noted above, was being considered, a 
suit by the Fletcher Company to restrain picketing of whatever 
kind, an injunction to that effect being asked for against the 
International Association of Machinists.4® This Vice-Chancellor 
Stevenson refused to grant, holding that a picketing carried on for 
the mere purpose of obtaining information and of carrying infor- 
mation to or persuading workmen willing to be approached, and 
not involving the disruption of contracts, called for no interference 
from a court of equity. Other recent decisions have discounte- 
nanced picketing altogether. Judge Wing, of the Northern Dis- 
trict of Ohio, in a suit to restrain picketing by an iron-molders’ 
union,* said: 

Whether this picketing has been accompanied by violence or not, we need 
not consider. This system, constantly kept up, in its nature leads to dis- 
turbance, and has a tendency to intimidate. That it is used by the defendants 
as a means of enforcing their unauthorized mandates, and that it accompanies 
the utterance of them, is an admission by the defendants that it will prove 
effective in enforcing these mandates. It is therefore a violation of the rights 

“ Weiss v. Musical Mutual Protective Union, 42 Atl. Rep. 118. 

“ Cotton Jammers’ etc., Association No. 2 v. Taylor, 56 S. W. Rep. 553. 

“ Fletcher Co. v. International Association of Machinists, 55 Atl. Rep. 1077. 


“ Otis Steel Co. Limited v. Local Union of Iron Molders, No. 218, 110 Fed. 
Rep. 698. 
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of this complainant, and of all nonunion men, or of any and all men who 
choose to work in disobedience to the orders of this defendant union. It is 
unlawful for any man to dictate to another what his conduct shall be, and to 
attempt to enforce such dictation by any form of undue pressure. Nor must 
intimidation be disguised in the assumed character of persuasion. Persuasion 
too emphatic, or too long and persistently continued, may itself become a 
nuisance, and its use a form of unlawful coercion. 


The object of the union’s action in any such case is, of course, 
to prevent the employment of other workmen to take the vacated 
places, to the end that the employer may be forced to treat with the 
striking workmen and reinstate them on the desired conditions. 
The basis of this action is obviously the idea contended for by the 
unions that the employee has an economic interest, amounting in 
effect to a property right, in the business of his employer, so that 
he may assume not only to pass upon the conditions of his indi- 
vidual service and that of his associates, but also to control as 
“his” the place left vacant by him when he went on strike. 
Approximately this idea has received some recognition in Ger- 
many, but it cannot be said to have a legal standing in this coun- 
try, as the prerequisite in most, if not all, arbitration proceedings 
is the resumption of the relations of employer and employee, if 
disrupted, and the continuance of such relations during the pro- 
ceedings. Apropos of this point it has been said *® that 


the notion seems to prevail among a large number of the laboring class that, if 
they quit work because of unsatisfactory conditions, those who take the places 
vacated are doing a wrong, an injustice, to the families and persons of those 
who quit. Whatever force there may be, if any, to this proposition from the 
ethical standpoint of the laborer, it has no legal support. If A, for the welfare 
of himself and family, leaves an employment, and B, seeking the welfare of 
himself and family, takes the place voluntarily vacated by A, no legal wrong 
has been done A; and the court, being no respecter of persons, will protect the 
rights of B as fully as those of A. 


Perhaps no better summing up of the present status of this and 
the related questions can be presented by way of conclusion than 
that found in an opinion handed down last year by Judge Mc- 
Pherson, in a case before the United States Circuit Court for the 
District of Nebraska, in which he reviewed the subject of strikes, 


* Union Pacific Railway Co. v. Ruef, 120 Fed. Rep. 102. 
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picketing, and the injunction at considerable length.*® The 
defendants were members of a union which had undertaken to 
compel the Union Pacific Railway Company to “come to the 
International Union” to procure machinists to do its work in its 
shops at Omaha, and had announced this purpose as the object 
of their system of picketing, against which an injunction was 
sought. The judge’s conclusions of law were in the form of 
propositions, which read in part as follows: 

1. The defendants acted within their right when they went out on a strike. 
Whether with good cause, or without any cause or reason, they had the right 
to quit work, and their reasons for quitting work were reasons they need not 
give to anyone. And that they all went out in a body, by agreement or pre- 
concerted arrangement, does not militate against them or affect this case in any 
way. 

2. Such rights are reciprocal, and the company had the nght to discharge 
any or all of the defendants, with or without cause, and it cannot be inquired 
into as to what the cause was. 

4. The defendants have the right to combine and work together in whatso- 
ever way they believe will increase their earnings, shorten their hours, lessen 
their labor, or better their condition, and it is for them, and them only, to say 
whether they will work by the day or by piece work. All such is part of their 
liberty. And they can so conclude as individuals, or as organizations, or as 
unions. 

6. When the defendants went on a strike, or when put out on a lockout, 
their relations with the company were at an end: they were no longer 
employees of the company; and the places they once occupied in the shops 
were no longer their places, and never can be again, excepting by mutual agree- 
ment between the defendants and the company. 

7. No one of the defendants can be compelled by any law, or by any order 
of any court, to again work for the company on any terms or under any 
conditions. 

8. The company cannot be compelled to employ again any of defendants, 
or any other persons, by any law, or by any order of any court, or on any 
terms, or under any conditions. 

11. Defendants have the right to argue or discuss with the new employees 
the question whether the new employees should work for the company. They 
have the right to persuade them if they can. But in presenting the matter they 
have no right to use force or violence. They have no right to terrorize or 
intimidate the new employees. The new employees have the right to come and 
go as they please, without fear or molestation, and without being compelled to 
discuss this or any other question, and without being guarded or picketed; 


® Ibid. 





LEGAL STATUS OF ORGANIZED LABOR 199 


and persistent and continued and objectionable persuasion by numbers is of 
itself intimidating, and not allowable. 

12. Picketing in proximity to the shops or elsewhere on the streets of the 
city, if in fact it annoys or intimidates the new employees, is not allowable. 
The streets are for public use, and the new employee has the same right, 
neither more or less, to go back and forth, freely and without molestation, and 
without being harassed by so-called arguments, and without being picketed, as 
has a defendant or other person. In short, the rights of all parties are one and 
the same. ; 

Tie position of Vice-Chancellor Stevenson cannot be said to be 
opposed to the conclusions just announced; and, doubtless, the 
legality of picketing with the simple purpose of procuring infor- 
mation, in the absence of any such prohibitive statute as that of 
Alabama noted above, would not generally be denied, though the 
proceeding was spoken of in a recent case as “an injurious inter- 
ference in a matter in which the pickets (striking employees) had 
no rightful concern, and being therefore unlawful.” °° Indeed, 
any picketing that accomplishes the results usually aimed at must 
go farther than the mere securing of information, and when 
effective interference is observable, the picket as a tangible feature 


of union activities pretty generally comes under the ban of the 
courts. 


It cannot escape observation, whether from a perusal of the 
above account or from a wider observation of the subject, that 
there is as yet much legislation that can appropriately be called 
experimental, and that the courts are neither exact nor har- 
monious in their rulings as to the rights of labor organizations and 
the limitations to be put upon their activities. Experience will not 
allow us to conclude that there will not be duplication in various 
states of just such enactments as have been held in others to be 
violative of fixed constitutional principles, but it is safe to predict 
that such findings will have a gradually increasing effect. Thus, 
in Illinois, after the decision declaring unconstitutional the law 
establishing free public employment bureaus, because the statute 
provided that employers whose employees were on strike should 
not be allowed to receive applications for employment through 
that agency, the legislature promptly re-enacted the law providing 


® Knudsen v. Benn, 123 Fed. Rep. 636. 
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for the valuable public service of the free employment agency, 
omitting the section found unconstitutional. So, doubtless, to 
other states the effect of statutory construction will extend, just as 
has the influence of statutory enactment ; while the logical develop- 
ment of such a fundamental principle as the doctrine of “ probable 
expectancies’ and of accurate distinctions between voluntary and 
quasi-governmentally enforced activities will tend to settle and 
clarify the lines of procedure for courts of equity, resulting in the 
gradual determination of a fixed and tolerably uniform status of 
organized labor in the various states of the Union. 


LinDLEY D. CLARK. 
WASHINGTON. 





BEEF PRICES 


Fresh beef is consumed in almost every family living in a 
locality where it can be secured, and the price of fresh beef is of 
more importance to the average family than is the price of any 
other single article of food. No item of family expenditure, 
except rent and clothing, requires a greater outlay by the work- 
ingman. From an investigation of 2,567 workingmen’s families 
in the industrial communities of the United States, conducted by 
the United States Bureau of Labor in 1901, it was found that 
in such families 6%4 cents out of every dollar spent was used to 
purchase fresh beef, or 1514 cents out of every dollar spent for 
food. 

The fact that fresh beef requires refrigeration for a con- 
siderable part of the year is responsible to some extent for its 
being purchased, by the average family, in small lots every day, 
or two or three times a week. Thus any advance in price is con- 
stantly kept before the careful housewife. Probably few subjects 
have been more before the public for the past three years. 

The advance in price has been charged by some people to a 
control of the supply, and to some extent of the prices, by a com- 
bination of the great packing-houses; by others the cause has 
been declared to be organizations of retail dealers, and the control 
of prices to a greater of less degree by such organizations. It is 
not the purpose of this paper to discuss the question of combina- 
tion or trust control, but to show what has been the course of beef 
prices during recent years, and the general condition in the beef 
industry. 

WHAT AN ADVANCE MEANS 


The average amount spent by the workingman’s family in 
manufacturing localities for fresh beef is a little more than equal 
to the amount spent for the six items of tea, coffee, sugar, 
molasses, rice, and potatoes; therefore, an advance in the price of 
beef affects the family expenditure as much as would the same 
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advance in the price of all of these six items. Likewise, an 
advance in the price of beef is of the same importance as an 
advance in all of the four items of flour, corn meal, bread, and 
milk. An advance in beef of 2 cents per pound means for the 
workingman’s family (if he buys the same grade and quantity) 
the expenditure of an additional amount equal to the cost of light- 
ing, or to taxes and property insurance combined, or to the expen- 
diture for religious purposes, or to the expenditure for books and 
newspapers, or to three-fourths of the expenditure for tobacco. 

An advance in price usually means a curtailment of the con- 
sumption of beef and the substitution of other meats. The 
increased demand, of course, advances the price of such substi- 
tutes, and there is no way to avoid the increased outlay required. 
The vegetable diet is often prescribed during high prices, but that 
diet has never seemed to obtain much favor in America, unless 
possibly it be among a few engaged in occupations which require 
no great physical exertion. 


THE HIGH PRICES OF 1902 


The advance in retail prices began in 1899, at about the same 
time that industrial conditions improved. The extent of the 
advance in wholesale prices between 1890 and 1900 is well shown 
in the Census report on the slaughtering industry. The combined 
slaughtering and meat-packing establishments in the United 
States averaged for all fresh beef sold during the year ending 
May 31, 1890, 5.6 cents per pound, and for the year ending May 
31, 1900, 7.2 cents per pound —an increase in price of 28.6 per 
cent. 

In the spring of 1902 general attention was attracted to the 
rapid advance in the prices charged the consumer for fresh beef. 
Unusual conditions existed which seriously affected the supply, 
and consequently the price. The drought of 1901 in the central 
West forced many cattle onto the market in the autumn of 1gor1, 
owing to lack of pasturage. The drought being very severe in 
the corn-raising states, the corn crop was reduced to about three- 
fourths of a normal yield, thus advancing the price of corn to 
such an extent that it was no longer profitable to prepare cattle for 
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prime beef. Other things which tended to advance prices were 
the growth of the exports of fresh beef and the decided increase 
in the demand for home consumption owing to the steady employ- 
ment of workingmen at better wages than had before prevailed. 

The highest retail price was reached in July, 1902. After 
that time the cattle reached the market from the grass, and retail 
prices began to decline. The decline was most marked in the 
cheaper grades. The prime corn-fed beef maintained its price for 
some time after that date. 


PRESENT PRICES 


The value per pound of the fresh beef exported each year 
since 1890 show much higher prices during the last few years. 
For the years ending June 30, the average price in cents per 
pound was 7.42 in 1890; 7.90 in 1891; 8.19 in 1892; 8.61 in 
1893; 8.61 in 1894; 8.80 in 1895; 8.44 in 1896; 7.80 in 1897; 
8.36 in 1898; 8.35 in 1899; 9.01 in 1900; 9.06 in 1901; 9.62 in 
1902; 9.82 in 1903; and 9.82 in 1904. For the five years ending 
June 30, 1894, the average export value per pound was 8.17 
cents; for the five years ending June 30, 1899, 8.31 cents; and 
for the five years ending June 30, 1904, 9.26 cents. The average 
value for the last five years was 11.4 per cent. above the value for 
the preceding five years, and 13.3 per cent. above the value for 
the five years ending June 30, 1894. 

Retail prices have declined since 1902, but are still higher 
by about 10 per cent. than the average price for the ten years 
from 1890 to 1899. The fact that retail prices for the past 
six years have been above normal, and that even since 1902 
they have been on a much higher level than during any of the 
years in the nineties, leads one to inquire into the conditions 
which have produced these prices. These prices may be due tc 
some extent to combinations; but, as has been stated before, this 
paper undertakes to show present conditions in the industry, 
and some of the natural causes which have operated to produce 
changes in retail prices. 
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THE RELATION OF RETAIL AND WHOLESALE PRICES OF BEEF AND 
PRICES OF BEEF CATTLE 

On the accompanying chart has been indicated for the first 
of each month of the last fifteen years the mean price of good-to- 
extra steers in Chicago, the mean price of good-to-extra fresh 
beef (western sides) in Boston, and the prevailing monthly price 
of round steak in Boston. Boston prices of fresh beef are taken 
simply because the wholesale prices in that city are comparatively 
easily obtained. The published freight rate on fresh beef from 


1890 | 1891 | 1892] 1893 | 1894 | 1895 | 1896 | 1897 | 1898 | 1899 | 1900 | 1901 | 1902} 1903 | 1904 
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weno we tr eeteseaesetee 


ems CATTLE cemmme FACSH BELF AT WHOLESALE @@eee Round STLAK AT RETAIL 
Monthly prices of cattle, fresh beef at wholesale, and round steak at retail, 
1890-1904 

Chicago to Boston has been from 40 to 45 cents per hundred 
pounds almost all of the time during the last fifteen years, and 
therefore need not be considered in this paper. A somewhat 
higher grade of western beef is shipped to Boston than to other 
cities, and therefore the prices are likewise somewhat higher. 

The course of prices of these three items is exceedingly inter- 
esting. One cannot but be surprised at the general parallelism 
of the lines indicated on this chart. With few exceptions, cattle 
and fresh beef at wholesale show the same course. The fluctua- 
tions are often greater, however, in the wholesale price of beef 
than in cattle. Retail beef prices follow in a general way the 
prices of the other two items, but rarely advance or decline to the 
extent of wholesale prices. During 1900, when cattle and fresh 
beef at wholesale declined, there was a tendency to keep up the 
retail prices. In 1902 the retail price advanced even more than 
did the wholesale. 
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In many articles there is sufficient margin between the whole- 
sale and retail price to make it unnecessary to change the price to 
the consumer whenever there are slight changes in the price of the 
commodity bought at wholesale. Fresh beef, however, is usually 
sold on rather a close margin, and the profit to the retailer depends 
largely on his careful attention to the cutting to minimize the 
waste, and his knowledge of the trade which enables him to dis- 
pose of all parts of the carcass. The price which the retailer paid 
for his beef must determine the price which he charges his 
customers. Of course, the retailer in meat as well as in other 
lines of trade has various classes of customers. The same piece of 
meat may be sold to a doubtful book customer for a considerably 
higher price than would be charged a regular cash customer, but 
the risk is an important element in fixing the price in such cases. 

A leading meat-dealer of Washington, who has had a number 
of years’ experience, prepared the following table showing the 
method of cutting beef in that city, the number of pounds in each 
cut, and the price charged during the early part of December, 
1904. 

The method of cutting beef varies, of course, to some extent 
in different stores, and to a greater extent in different cities. 
Different carcasses are also cut in different ways by the same 
cutter in order to meet the demands of his trade from day to day, 
and also to sell his meat to the best advantage. The figures here 
shown represent the method followed in a retail store having 2 
general trade which enables the merchant to dispose of the vari- 
ous cuts to the best possible advantage. This was a 306-pound 
side of a “top” quality corn-fed steer, and cost the dealer 7 cents 
per pound, or $21.42. It cut— 


71 Ibs. 

30 lbs. 

25 Ibs. 

55 lbs. 

50 Ibs. 

75 Ibs. 

Trimmings (fat and bone) 
306 pounds 

Difference 
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The cutting in detail follows: 


71 pounds of round 


15 Ibs. bouillon — 


6 Ibs. 
5% Ibs. 


bouillon, first cut, at 12% cts 
bouillon, at 9 cts 


3. Ibs. bone 


Va 


40 Ibs. round — 


1 lbs. 
Ibs. 
Ibs. 
Ibs. 
Ibs. 
Ibs. 
Ibs. 
Ibs. 
Ibs. 


Ib. 


Ibs. 
Ibs. 


Ib. 


steak, at 12% cts 

for mince meat, at 12% cts 
steak, at 15 cts 

steak, at 15 cts 

steak, at 14 cts 

for pot roast, at 14% cts 
steak, at 12% cts 

steak, at 12% cts 

steak, at 12% cts 

steak, at 15 cts 

for mince meat, at 10 cts 
for Hamburg steak, at 12% cts..............8. 0.38 
trimmings 


. shank, sold to restaurant 


30 pounds of rib 


. rib roast, prime, at 18 cts 
. rib blade roast, at 12% cts 
. blade roast, at 10 cts 


25 pounds of shin 


7 lbs. clod, at 10 cts 
3 lbs. for Hamburg steak, at 10 cts 
15 lbs. soup bone — 

4 soup bones, at 10 cts each 
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55 pounds of chuck 


15 lbs. neck — 
for Hamburg steak, at 10 cts 


10 lbs. 


10 lbs. rib, or three-cornered cut, at 10 cts 
3 lbs. blade bone 
27 lbs. chuck — 


5 lbs. 
8 Ibs. 
5 lbs. 
9 Ibs. 


55 lbs. 


roast, at 12 cts. 
roast, at 10 cts. 
roast, at 10 cts. 
for mince meat, at 9 cts 


50 pounds of plate 


5 lbs. sticking piece, at 5 cts 
13 lbs. plate — 


3 Ibs., 
10 lbs., 


GR. ccvisnriasicdiianiiaandcsostaeiawen 0.18 
CE: asniiccccsdesasaontiadcisecwenwetawe 0.40 


27 lbs. corned — 


Ir lbs. 
16 lbs., 


t lb. 
4 Ibs. 


50 lbs. 


rolled, at 8 cts 
at 3 cts. (to get rid of it) 


75 pounds of loin 


10 lbs. kidney and suet — 


1 lb. 


9 lbs. 


kidney, at 10 cts 
fat 


8 Ibs. flank — 


2 lbs. 
5 lbs. 


t Ib. 


flank steak, at 12% cts 
piece flank (dog meat) 
fat 


27 lbs. sirloin steak — 
3. «Ibs., at 12% cts 
3. Ibs., at 
3% lIbs., at 
3% |bs., at 
2% Ibs., at 
2% lbs., at 
3% lbs., at 
2% Ibs., at 
3% lbs. trimmings 
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3 Ibs. hipbone tenderloin — 
2% lIbs., steak, at 20 cts 
YZ lb. trimmings 
1514 Ibs. porterhouse — 
2% Ibs. at 25 cts 
2 Ibs., at 20 cts 
2% Ibs., at 20 cts 
3% Ibs., at 20 cts 
2% Ibs., at 18 cts 
1% lbs., at 18 cts 
1 Ib. trimmings 
11% Ibs. small end of loin — 
9% lbs. for roasting, at 15 cts 
2 Ibs. fat 


Oe Wee Wanavidacaeacanksatcacdacaseeniebtiwecescoceaeaaeel $0.33 


Trimmings 
20% lbs. bone — 
Ibs. from bouillon ) 
Ibs. from shin 
Ibs. from neck 
Ibs. blade 
Ibs. ribs out of plate 
3% Ibs. from loin trimmings 
¥% lb. from first cut of round ; 
153% Ibs. fat — 
¥%4 lb. from bouillon 7 
from plate 
. from loin 
flank fat 
. from small end of loin 
. from loin trimmings 
¥% |b. from first cut of round 4 





GIG TAB. ccciccccccsccceccecccedccescsescescsscccesnsseos $0.53 


The number of pounds sold at each rate was as follows: 
No, Ibs, 
20% (bone) 
16 








BEEF PRICES 


CUTE. ccc ccccibiesedasttariasendoaeaan 9.69 cents (average) 


Twenty-six and six-tenths per cent. (including trimmings) 
sold at 3 cents or less per pound; 34 per cent. (including trim- 
mings) sold at 6 cents or less per pound. 

The sales of an “ordinary” side of fresh beef at about the 
same date show a lower price, except for some of the very cheap- 


est cuts which are usually sold at almost any price to dispose of 
them. 


Ordinarily the prices of the various cuts— except the very 
cheapest — fluctuate together. There are, of course, exceptions 
to this; as, for instance, where, during an advance in prices, it is 
to the advantage of the retailer to sell as low as possible to cer- 
tain desirable customers in order to hold their trade, even if he 
may lose money for a short time. 


THE DEMAND FOR BEEF 


The demands for fresh beef at home have increased for three 
reasons: (1) The increase in population, which has been gradual, 
but yet has amounted to almost 30 per cent. since 1890. (2) The 
greater proportion of persons living in cities and towns. In 1890, 
43 per cent. of our population were classed as urban and semi- 
urban, while in 1900, 48 per cent. were so classed. These twc 
classes constitute the beef-consuming portion of our population. 
(3) The better industrial conditions which have prevailed gener- 
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ally in almost all industries throughout the country. The steady 
employment of the workingman makes him a much better pur- 
chaser, and the higher wages paid in almost all lines of business 
have given him more money with which he can purchase better 
grades of beef. 

As to the demands for our fresh beef abroad, it will be seen 
by a reference to the accompanying chart, based on the reports of 
the Bureau of Statistics, that the exports of fresh beef have been 
much greater during recent years. 


1890 1891 (892 1893 1894 [895 1896 1897 1898 1899 1900 1901 1902 1903 1904 
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Exports of fresh beef, fiscal years 1890-1904 


The amount of fresh beef exported during the year ending 
June 30, 1904, was 54.5 per cent. greater than in 1894 and 72.9 
per cent. greater than in 1890. The amount exported during the 
five years ending June 30, 1904, was 21.7 per cent. greater than 
was exported during the preceding five years, and 55.6 per cent. 
greater than the quantity exported during the five years ending 
June 30, 1894. 

In 1890 the exports of fresh beef equaled 6.4 per cent. of the 
quantity sold by the wholesale slaughtering and meat-packing 
establishments, while in 1900 the exports were equal to 11.3 pet 
cent. of all fresh beef sold by the wholesale establishments. The 
increase in fresh beef sold was but 7.8 per cent., while the exports 
increased go per cent. 


THE SUPPLY 


The most difficult question encountered in a study of beef 
prices is that of supply. If the estimates of the Bureau of Statis- 
tics of the Agricultural Department be accepted, the total number 
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of cattle in the United States was 15.6 per cent. greater in 1904 
than in 1890; while, as has been before noticed, the population 
increased about 30 per cent. and the exports of fresh beef 72.9 pei 
cent. 

From the Census Office report on wholesale slaughtering and 
meat-packing it is seen that the number of cattle slaughtered dur- 
ing the year ending May 31, 1900, was 2.0 greater than during 
the preceding census year. The fresh beef sold by these establish- 
ments was 7.8 per cent. greater in 1900 than in 1890, while the 
total amount of all kinds of beef—fresh, canned, salted, and 
other cured—sold was 7.2 per cent. less than during the year 
ending May 31, 1890. It should be borne in mind that during the 
decade from 1890 to 1900 there was a decided tendency toward 
concentrating the slaughtering and packing in wholesale estab- 
lishments, and that a much larger proportion of the total amount 
of fresh beef produced was slaughtered by the wholesale estab- 
lishments in 1900 than in 1890. If for these two census years, the 
exports of fresh beef be deducted from the total amount sold by 
the wholesale establishments, the amount remaining was 40.5 
pounds per capita in 1890, and 34.1 in 1900. 

In order to estimate the probable amount of fresh beef sold 
per capita by the wholesale establishments for the year ending 
June 30, 1904, we may take into consideration the average weight 
of cattle sold in Chicago during the year ending June 30, 1900. 
and the year ending June 30, 1904. The weights were 1,062 and 
1,039 respectively. We may assume that these figures were repre- 
sentative of the four great packing centers— Chicago, Kansas 
City, Omaha, and St. Louis—which in 1900 slaughtered five- 
eighths of all fresh beef sold by the wholesale slaughtering estab- 
lishments. Then, further, we may take the number of cattle 
inspected at slaughtering in Chicago, Kansas City, Omaha, and 
St. Louis by the Bureau of Animal Industry in the same two 
years, and apply Chicago weights, when it is found that the 
increase in gross weight inspected in those cities in 1904 over 1900 
was 21.4 per cent. If there was a corresponding increase in other 
slaughtering centers, the probable amount of fresh beef sold by 
the wholesale slaughtering and packing establishments during the 
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year ending June 30, 1904, was 3,545,436,373 pounds. This is 
based on a yield in dressed beef of 54.5 per cent. of the gross 
weight of the cattle. Deducting from this quantity the number 
of pounds exported, and dividing by 81,225,000, the estimated 
population, the average quantity of fresh beef sold by the whole- 
sale slaughtering and packing establishments was 40 pounds per 
capita. 

Emphasis should be placed on the fact that these per capita 
figures for 1890, 1900, and 1904 do not represent the domestic 
consumption of fresh beef, but simply the amounts sold per 
capita by the wholesale slaughtering and meat-packing estab- 
lishments. The figures for 1890 and 1900 are computed from the 
Census report on the slaughtering industry, and the figure for 
1904 is computed following the plan just described. 

It is probable that the four great packing centers made a 
greater percentage of increase in sales of fresh beef between 1900 
and 1904 than did wholesale establishments in other cities. If 
this be true, it will tend to lower the figure (40 pounds) given for 
1904. 

In order to produce the better grades of beef, it is absolutely 
necessary for the cattle to be corn-fed, and therefore one of the 
most important factors in determining the beef supply is the corn 
crop. The bulk of the cattle are produced in the great central 
West, and are marketed either from the grass or corn-fed. The 
greater portion of the feeding is done within the group of states 
which raises the greater share of corn. Feeding stock is simply 
one method of marketing grain. With a good yield of corn, 
feeding-cattle are purchased and prepared for a better grade of 
beef than if sold from the grass. With a short corn crop more 
cattle are slaughtered directly from the grass, or only partly corn- 
fed, thus reducing both the quantity and the quality of the meat 
produced. 

On one of the charts here presented is shown the estimate by 
the Department of Agriculture of the corn produced in the United 
States each year since 1890, and ori the other is shown the average 
monthly weight of cattle received at Chicago for the last fifteen 
years. 





























BEEF PRICES 213 


It will be noticed that the weight of cattle in the several 
months each year varied considerably. About November or 
December the marketing of the corn-fed cattle is seen in a decided 
advance in weight. This continues usually through March; 
beginning with April there is a decline. The lowest point may be 


1890 1891 1892 1893 1894 1895 1896 1897 1898 1899 1900 i901 1902 1903 1904 





seassassé 


Production of corn in United States, 1890-1904 


reached in June or July, or possibly not until September or 
October. It is interesting to compare these two charts and follow 
the two lines shown thereon. The corn crop of any year, as will 
be seen, directly affects the weight of cattle the succeeding year. 
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Average weight of cattle received in Chicago, 1890-1904 


Another chart presents the price of corn which is the direct 
connecting link between the corn crop and beef prices. This 
chart shows the price of No. 2 cash corn in Chicago on the first of 
each month. The corn crop not only influences the corn price 
during the year the crop is growing, but also directly affects the 
prices during the following year. If the season is late, thus delay- 
ing the planting of corn, prices advance; or, if corn has started 
well and the weather through the corn belt become dry during 
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July or August, prices advance at that time; or, again, the corn 
crop may be damaged by an early frost, and the result is the same. 

A comparison of the results shown in this chart with those 
shown in the chart on which are indicated the prices of cattle 
demonstrates how closely the price of beef cattle follows the price 
of corn. The rise and fall of these two commodities are almost 
identical. The prices of corn, of course, show much more abrupt 
changes, but the course of prices is almost always the same. The 
supply, and consequently the price, of fresh beef to the consumer 
may therefore to a great extent be said to be due to the corn crop. 

To prepare a steer for prime corn-fed beef requires from 70 to 


1890} 1891 | 1892/1893 | 1894 | 1895 | 1896 | 1897 | 1898 | 1899 | 1900/ 1901 | 1902] 1903 | 1904 
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Price of No. 2 cash corn in Chicago, 1890-1904 


100 bushels of corn. The cost of 70 bushels of corn on December 
I, 1904, at Chicago prices, would have been $32.64; December 1, 
1901, $44.19; December 1, 1896, $16.28; etc. The amount 
realized for a 1,200-pound steer, at the mean price of good-to- 
extra steers in Chicago on those dates, would have been $74.10 in 
1904, $75.00 in 1901, and $59.40 in 1896. 

To feed cattle properly requires several months, and when corn 
is at a high price many farmers prefer to sell their corn rather 
than to take the risk of losing money by feeding it to cattle. The 
large feeder likewise hesitates to purchase corn at extremely high 
prices. 

The effect which the cultivation of land has on the supply of 
cattle is better illustrated in western Kansas than in any other 
state for which figures for a series of years are available. The 
section of Kansas west of the east county line of Phillips County 
at the north and Comanche County at the south (nearly corre- 
sponding to the ninty-ninth meridian) was reported by the Census 
of 1880 as “ pre-eminently a grazing country.” The number of 
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cattle in that section was, in 1880, 184,586; in 1890, 432,056; 
and in 1900, 945,444; an increase of 134 per cent. between 1880 
and 1890, and 119 per cent. between 1890 and 1900. 

With the middle West divided into smaller farms—a change 
which is rapidly taking place — the farmers will feed on a smailer 
scale, yet with more care, and in time will supply our country 
with a better grade of meat than much of that which is sold at 
present. 

With an increased demand from abroad, and with high prices 
for labor and a good demand for food from our own workingmen, 
it must be expected that prices of fresh beef will remain on a 
higher level than prevailed when industrial conditions were less 
promising. 

SUMMARY 


Looking through the record of the past fifteen years, it is seen 
that, so far as demand is concerned, the most important factors 
are the increase of population — especially the urban population — 
the better industrial conditions, and the larger export trade. 

As to the supply of beef cattle, one must consider the corn 
crop (it might even be said that one should start with the 
weather ), which influences the price of corn and corn is absolutely 
necessary in order to produce the better grades of beef cattle. The 
price of corn in turn exercises an influence in two directions: first, 
on the marketing of cattle from the grass partly fed, or prime fed; 
and, second, on the price of cattle, as corn is the most important 
item in the preparation of cattle for the better grades of beef. 

The price of cattle next influences the wholesale price of the 
most important of cattle products—fresh beef. Finally the 
wholesale price of fresh beef determines the retail prices of the 
various cuts to the consumer. 

This paper brings together only what may be called the natural 
conditions in the beef industry. The combination of packers 
which generally is believed to exist may have exerted a steadying 
influence on declining prices; or possibly may be strong enough 
to control to some extent the prices of cattle bought for slaughter, 
or the supply of fresh beef shipped to various cities, which would 
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seriously affect the price to the consumer. The report of the 
Bureau of Corporations on its investigation of the beef industry is 
anxiously awaited, as it is expected to furnish valuable informa- 
tion on many things concerning which the public has heretofore 
possessed but little definite knowledge. 


Frep C. Croxton. 
WASHINGTON 





THE WORLD’S PROSPERITY IN THE YEAR 1903? 


In 1891 a decided increase took place in the world’s gold pro- 
duction. Perhaps Professor Kinley would say that the marginal 
social utility of gold as a means of exchange had increased. From 
1891 to 1896 it went up from six million ounces to ten millions, due 
to the richness of Transvaal mines. In,1897 another increase to 
eleven and one-half millions took place, due partly to the Alaskan 
gold discoveries. In spite of the closing of the South African mines 
in 1900 and 1901, production fell less than might have been expected, 
not going so low as 1897, and in 1903 it reached nearly sixteen mil- 
lion ounces, notwithstanding the lack of labor in the Rand and 
Australia, and the labor disputes in Colorado. Australia leads in 
gold production, the United States comes next, with Africa a close 
third. The bulk of the Australian product comes from western 
Australia— about one-half. The bulk of the American product 
comes from Colorado — about one-third. The falling off in the out- 
put of Colorado, California, Alaska, and Montana is partly made up 
by the increase in Arizona, Utah, Nevada, Idaho, and Washington. 

The oriental countries that preserve the silver standard made a 
large demand on that metal for coinage, and although the price had 
gone down to 21 11-16d. on January 22, 1903, it was raised to a 
maximum of 28'%d. in August by the expectation of demand for the 
Philippines, by the demands of France for Indo-China, and by pur- 
chases of the Indian government. Then, however, demonetized 
Mexican dollars from the Philippines, and surplus silver from the 
Straits Settlements, and war-indemnity money from China came on 

the market. Moreover, silver soon appeared to be superabundant in 
' India, and the American government stopped its purchases for the 
Philippines, bringing silver down rapidly to 25d. 

In Russia the exchange of St. Petersburg showed a continuation 
of the recovery of the previous year, and the industrials rose gen- 
erally, especially the petroleum stocks. Nobel (petroleum) shares 
rose from 8,700 rubles in 1901 to 9,825 in 1902, and 11,000 in 1903, 
on December 31 of those years. But the breaking off of negotiations 
and the warlike actions of Japan in February, 1904, inflicted a severe 

*Le marché financier. By Arthur Raffalovich. (Année économique et finan- 
ciére, 1903-1904.) Paris: Librairie Guillaumin et Cie., 1904. 8vo, pp. viii + 1101. 
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shock on the St. Petersburg exchange, which appeared to be less 
hopeful than the exchanges of Berlin and Paris. Indeed, the domes- 
tic 4 per cent. government bonds fell first. Nobel fell from 10,100 on 
February 6 to 9,000 on February 11. Mr. Witte declined to use the 
resources of the Russian treasury to prop up the stock market. He 
issued a manifesto in which he drew attention to the fact that a fall 
of securities is a usual accompaniment of a declaration of war, and 
acknowledged that the national bank of Russia, which had been 
accustomed to purchase Russian 4 per cent.’s at 99% was now able to 
purchase them (February 10, 1904) at 93 per cent., and contended 
that the real cause of the fall was that the holders had lost their heads 
and had become the game of the speculators for a fall. Russian 
bonds went off in Paris a good deal, February 8, but subsequently 
remained hard. Nine years ago there was a severe crisis on the 
St. Petersburg exchange, resulting from speculation in railroad 
stocks. In 1898 an industrial crisis occurred, caused by a drainage 
of gold to the United States and several years of bad crops. This 
caused many failures and a marked fall in quotations. At this time 
the Bank of Russia formed a syndicate to sustain the market, and the 
minister of finance made the rules of the exchange more severe. No 
foreign securities are dealt in on that exchange. 

In France the crisis that began in 1900 seems to have ended in 
1903. There is a perceptible picking up in business, marked by a rise 
in the industrials. The rate of interest on fifteen-day loans for carry- 
ing stocks was on the average 3.229 per cent., instead of 3.010 per 
cent. in 1902, and 2.089 per cent. in 1901. There seems to be still 
some lack of business activity. Securities of street-railway, water, 
and gas companies showed some tendency to fall. Railway and 
government bonds also fell, while foreign government bonds that are 
on a 4or 5 per cent. basis gained several points. In general, securi- 
ties whose returns are not fixed, gained. The year started out with a 
general upward movement, but in April the exchange seemed to take 
a fright. The withdrawal of deposits from savings banks, the pro- 
posals for new taxes, the increase in public expenses, the purchase of 
railroads by the state, the canal projects to compete with the railroads, 
and the proposed regulations in favor of labor were the causes of a 
weakening at a moment when capital was abundant and call loans 
were low. Confidence returned in May, and the quotations went up 
pretty rapidly in view of the government surplus and an increase in 
railroad earnings. The improvement was not held, however. Gov- 
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ernment bonds fell in June and July on account of the proposed 
income tax. Call loans went up to 3 per cent. It was not till the end 
of the year that some activity reappeared on the exchange. 

In Germany prosperity lasted from 1895 until the commencement 
of 1900, and was followed by a crisis of credit in the banking and 
the stock exchanges, and in the industries of the metals, construction, 
electricity, cement, etc. Consumption fell at the very moment that 
the means of production had reached a maximum. There are some 
manifestations of a real return of activity. It is too early to speak 
of complete recovery. The home market has been set free partly by 
the sacrifices of the home consumer. The slow recovery of 3 per cent. 
government bonds evidences the lack of surplus capital seeking fixed 
and moderate returns. There is no marked revival in the spirit of 
enterprise. The gross receipts of the German railways was 1,748 
million marks in 1903, against 1,642 millions in 1902. The produc- 
tion of pig iron was 10,085,634 tons, against 8,402,600 tons —an 
increase of 20 per cent. Prussian savings-bank deposits reached a 
maximum, being 500 millions more than the year before. The clear- 
ings of the Reichsbank were 31,134 millions, against 29,966 in 1902. 
The stamp tax on commercial paper gave 12,370,000 marks, against 
11,947,000 in 1902. 

The improvement, such as it was, began in the coal trade. The 
strikes in France and the United States in 1902 had a stimulating 
influence on German industry. Combined with this was a picking up 
in the building trade at the end of 1902, especially in the construction 
of factories and workmen’s dwellings. It did not, however, extend to 
the textiles, on account of the high price of cotton. A great strike at 
Crimmitschau in Saxony affected 7,500 operatives; it resulted in 
their submission. In this case the factory-owners received contribu- 
tions from their colleagues at a distance, which helped them to 
counterbalance the contributions received by the operatives. 

The capital called for in Germany in 1903 was 1,473 million 
marks, compared with 2,129 in 1902, 1,638 in 1901, and 1,596 in Igo00. 
Its value by the quotations was somewhat above par on the average. 
while the year before it had been somewhat below. The new listings 
on the Berlin stock exchange represented a capital of 300 million 
marks in 1903, compared with 118 in 1902, 158 in 1901, 340 in 1900, 
541 in 1899, from which year they go down steadily as we recede in 
time until 1894, when they jump down to 88. These figures would 
look as though a tremendous increase in the business of incorporation 
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had taken place, were it not for the figures just cited of capital called 
for, and for the fact that the number of companies represented is only 
84 for 1903, compared with 87 for 1902. The discrepancy is 
explained by the transformation of the Krupp works into a stock 
company with a capital of 160 million marks. No new sugar factories 
have been created for three years, no new agricultural enterprises for 
two years, and the number of new electrical companies has fallen off 
greatly. 

In the second and third quarters, the hardening of the money 
market in New York stopped the rising quotations in Berlin, where 
a bad impression had been produced by the decided fall in American 
rails and in Kaffir stocks, in both of which the German public has 
investments. The last quarter was more favorable. The home situa- 
tion was better. The crisis of 1900-2 seemed to be over. The 
agitation for renewal of existing combinations, especially for the 
great steel trust, awakened growing interest in metal and coal stocks. 
The amalgamation of companies fed speculation. The outlook for 
reform in government control and in taxes on operations which 
strangle the exchange, helped to stimulate speculation. These 
expectations were exaggerated. The bull movement was overdone — 
a situation which was disclosed by the breaking up which the Berlin 
exchange experienced in February, 1904. The clearings of Berlin 
were larger in 1903 than in I90I or 1902, but wefe exceeded by the 
years 1898-1900. An examination of the statements of the ten prin- 
cipal banks of Germany shows that their profits were derived much 
less from such operations as underwriting than from regular opera- 
tions of discount and loan. The key to the situation of bank develop- 
ment in Germany for 1903 was the creation of the community of 
interest between the Dresden Bank (capital, 130 million marks; 
reserves, 34 millions) and the Schaaffhausen Banking Co. (capital, 
100 millions ; reserves, 20 millions). This was consummated Decem- 
ber 10, 1903. 

The crisis was attended by the criminal prosecution of the former 
president of the Malt Drying Co., of Cassel, who was extradited 
from France. He was found guilty of forging, bankruptcy, and of 
fraud without extenuating circumstances. Gerhard Terlinden, a for- 
mer locksmith, founded a factory without capital, which he succeeded 
in transforming in 1897 into a stock company. He made furniture 
and furnaces. He was the sole stockholder. He obtained the Bank 
of Diisseldorf, the National Bank, and the West German Bank to 
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underwrite the enterprise. He bought back from them the stock that 
he had given them. In 1900, 2 million bonds were issued and 
1,700,000 more stock. Terlinden took all the stock. His accounts 
were completely falsified, and although the company always lost 
money, Terlinden succeeded in borrowing 9% millions from the 
banks, especially the banks of Berlin. He put up as security forged 
stock and forged acceptances. He fled, but was discovered at Mil- 
waukee, extradited, and convicted. 

The Berlin Exchange was not at all prepared for the Russo- 
Japanese war. The Prussian government itself had contributed to 
the overconfidence by granting 70 million marks of 3 per cent. consols 
to the so-called Little Prussian Syndicate for distribution among the 
public. The sudden change in the situation on the outbreak of the 
war shows how unprepared the exchange was and how surprised it 
was. On February 8, when the news of the war came, the exchange 
was seized with a collapse, and quotations went off 10, 15, and 20 per 
cent. The professional speculators and stock-brokers were hardest 
struck, and a whole list of banking houses, especially in the provinces, 
found themselves on the bull side and furnished many victims. With- 
out repeating the list, it is sufficient to mention that Max H. Meyer, 
speculator in Berlin, a member of the banking firm of Brandel & Co. 
in Berlin, and the banker Albert Jaffé in Frankfort, all committed 
suicide. The speculator Christof Teubert, member of the Berlin 
exchange, made the defense of gambling. 

According to Mr. Raffalovich, the center of the financial situation 
in 1903 was undoubtedly the United States; and according to Mr. 
Alexander Dana Noyes, who contributes the chapter on the United 
States for this volume, the moral of the year 1903 is that the public 
has in its hands an efficient, if not a prompt, means of defense against 
stock-jobbing in the very simple expedient of staying away from the 
market. This natural functioning of the economic organism is 
recommended to the attention of our politicians who believe in legisla- 
tion as a cure, and to our pessimistic economists who confine their 
attention to financial pathology. Of course, old and solid businesses 
felt the effects of the public abstention somewhat also when’ they 
attempted new emissions. This was shown by the effort of the 
Pennsylvania Railroad Co. to issue 75 million dollars of securities out 
of 200 millions which it had voted to raise. New stock was offered 
at 120, when the old stock was above 150; but neither the old stock- 
holders nor other persons were interested in the project, and as a last 
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recourse the company applied to two large banking houses which, for 
a round commission, guaranteed all the stock which the old stock- 
holders might not subscribe at 120. 

But the Steel Corporation had a still more astonishing experience. 
The proposition was to issue 50 millions of bonds for specie and to 
convert into bonds 200 millions of preferred stock. The careful part 
of the public was entirely opposed to the proposition. A syndicate 
was formed, under the leadership of Mr. Morgan, to guarantee 20 
millions of the new bonds and 80 millions of the converted stock, but 
the members of the syndicate took to selling the new bonds to be 
delivered when issued. The result was that the price went off on the 
curb to 85. Not a stockholder took a bond which was offered at par. 
The whole issue of bonds was a failure. Nothing remained except 
what had been guaranteed by the syndicate. The public retired from 
the market at the very moment when the trusts besieged the capital- 
istic community for new capital. 

The next notable evidence of the ability of the public to defend 
itself was the way in which great speculators and syndicates which 
carried securities by the aid of borrowed money, and were no longer 
able to keep up their margin with the banks, were compelled to dump 
gilt-edged securities on the market. An interview with Mr. Morgan 
brought out the declaration from that gentleman that good securities 
must be distinguished from bad ones, that the former would prove 
their own worth, and that the railway obligations were perfectly sound. 
This specification of rails was taken by the public to imply an admis- 
sion of the weakness of the steel issues. The bank reserves fell very 
low, and the banks were forced to rediscount 30 millions of their 
paper in Germany at a high rate of interest and to push the syndicates 
hard. Novel expedients were resorted to; the syndicates sold their 
stock at any price. The very best issues were the first to go. The public 
was dumfounded by this treatment of gilt-edged securities. The 
process was kept up for months, with special indications of embar- 
rassment in this or that direction. When these holdings were dis- 
posed of, the undigested securities which were the cause of the trouble 
followed. The stock of the United States Steel Corporation tumbled 
down to a 20 per cent. basis. The liquidation of the syndicates was 
kept up throughout the summer. 

By hook or by crook, in spite of persistent rumors to the contrary, 
the great magnates all escaped actual failure, but the panic was 
rightly termed “the rich men’s panic.” The greatest losers were the 
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richest men, followed by those less rich, and so on. The public was 
affected, but not in anything like the same degree. The papers were 
full of the advertisements of the sale of paintings, horses, carriages, 
statuary, furs, and bric-a-brac. 

Notwithstanding the distress of the magnates, there were only five 
outright failures. Curiously enough, open distress was manifested 
at a distance from New York. Two trust companies of Baltimore 
suspended payment. One of them had placed too much confidence in 
the future of a Mexican railroad. The embarrassment proceeded 
from Baltimore to Pittsburg, where one national bank was forced to 
suspend in the middle of October. Moving westward to St. Louis, 
it caused some banks in the world’s fair city to endure a run, which 
they successfully met. 

Neither the view that the shock was confined to the stock 
exchange without affecting general prosperity, nor the other extreme 
of supposing that the business organization of the country has suf- 
fered an irreparable breakdown, is justified. The United States can 
pay its debts to Europe and return London’s gold. Europe has 
bought back some of the railroad stocks that it had sold. But still 
there is left the labor question, which is the most difficult problem on 
the industrial horizon. The prosperity of the West has remained 
unbroken. Immense purchases of land have been made in the far 
West and in Canada. These, indeed, have diminished the circulating 
capital in New York and Chicago. The regular shifting of invest- 
ment to funds giving fixed returns is now taking place; while in 
London, on the other hand, the market is still charged with undi- 
gested securities. 

The year began with the end of the Armour wheat speculation in 
Chicago and the announcement of the issue of new stock in Pennsyl- 
vania, followed in February by a great increase in bank loans, a boom 
in copper in Boston, and a commencement of cotton speculation. In 
March came the borrowing of capital from Germany; in April, the 
decision of the Northern Securities case, and the distribution of the 
profits of the first steel syndicate. In May came the fall of iron and 
the beginning of “the rich men’s panic;” in June, liquidation or the 
exchange and imposition on the trust companies of the requirement of 
a 5 per cent. reserve. In June the quotations fell below the level of 
May 9, 1901, the Shipbuilding Co. case began, and the export of 9 
million dollars gold occurred ; July, beginning of the downfall of the 
overcapitalized industrial concerns, and reorganization of New Eng- 
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land Cotton Yarn and Cotton Duck; August, resignation of Charles 
Schwab, president of the United States Steel Corporation ; Septem- 
ber, gold withdrawals prepared for; October, reduction of the 
dividend of the Steel Trust; November, importation of gold from 
London, fall of steel, big cotton exports, rise in cotton, and cancella- 
tion of the contract of the second steel syndicate ; December, cotton 
speculation. 

The number of shares dealt in on the New York Stock Exchange 
in 1901 was 266 millions; in 1902, 188; in 1903, 161. Their value 
was respectively 20% billion dollars, 14, and 11. The new listings 
for the same years respectively were 923 millions, 533, and 581. Of 
the listings of 1901, 667 were for railways and 65 for street cars. 
This does not include the 400 millions of the Northern Securities Co., 
nor the United States Steel Corporation. The latter came in the 
unlisted department, and the former, with Standard Oil, on the curb. 
In 1902, 390 millions were railway and 54 street cars. In 1903, 270 
millions were railways. Thus we see that, notwithstanding the com- 
paratively complete condition of the American railway system, the 
new enterprises of combination have given to railway stocks and 
bonds a leading place in the market for new securities. 

From 118 billions in 1901 and 1902 each, the clearings in the 
United States fell to 108 billions in 1903, but are still above any pre- 
vious year. While the New York clearings fell, however, the clear- 
ings of the rest of the country rose from 1902 to 1903. The same 
phenomena were observed between I9g0I and 1902; but in 1903 the 
fall was communicated to New England, then to Philadelphia, and 
toward the end of the year to the whole of Pennsylvania, Indiana, 
Ohio, and Michigan. Call loans reached Io per cent. on January 2, 
fell to 2% per cent. on February 9, and rose to 6% per cent. on 
March 9. To relieve the money market, the secretary of the treasury 
adopted the new policy of depositing with the banks 40 million dollars 
of internal revenue. The great railroad companies were compelled to 
raise their money by short-term notes, which were issued in the period 
between July 1, 1903, and April, 1904, to the amount of 130 million 
dollars. They fall due from February, 1905, to May, 1906. 

In England there were 9,205 failures in 1903, against 8,821 in 
1902. The London clearing-house recorded 1 per cent less clearings 
in the former year than in the latter. A falling-off of clearings for 
the stock exchange of 109 million pounds is due to diminution in 
business. The capital called for was only 108 million pounds in 1903. 
against 154 million pounds in 1902. 
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Crammed full of securities created for the South African campaign, tor- 
mented by threats of war sometimes from western Europe and sometimes from 
the Orient, deeply disappointed by the difficulties which delay the economic 
awakening of the Transvaal and the Orange Free State and the return of 
prosperity to the Rand, and without confidence in the future of the money 
market, the London market in 1903 has shown little disposition to absorb new 
securities. 


The capital demands of London in the fourth quarter, instead of 
exceeding that of the previous quarter as usual, were the smallest of 
any quarter for a dozen years. There was a sort of a strike of 
syndicates of subscription, neither the government nor any foreign 
state or colony or city venturing to request the smallest loan of Lon- 
don during those three months. Nevertheless, the subscriptions of 
that quarter included the 30 millions of the Transvaal loan. From 
1882 to 1902, overcapitalized corporations representing 560 million 
pounds have gone through bankruptcy. The year 1903 had its 
Ferdinand Ward in the person of Mr. Whittaker Wright, who 
seemed to consider himself much abused, and committed suicide from 
chagrin without any apparent sense of the enormity of his offenses. 
These gentlemen belong in the same category with Eugéne Bontoux, 
with his Union Générale in France in 1882, and with Langrand- 
Dumonceau, with his Catholic Bank in Belgium in 1873. 

Notwithstanding the exhaustion of credit consequent on the 
Transvaal War, the dominant rdle of the London market is not 
jeopardized. New York is not going to inherit the mantle of London 
right off, and the persons who in 1898 and 1899 jumped at the con- 
clusion that the monetary pivot had moved there now recognize their 
mistake. It was Paris that really played the part of understudy for 
London on account of the funds furnished to the latter market, and it 
was Paris that put into its reserves the gold that New York sent to 
London. 

In the money market during the year the rate ruled above the 
average. The delay in the renewal of South African industry was 
one of the causes of the uneasiness which influenced, not only Lon- 
don, but also most of the principal money centers in 1903.. The 
demands of credit increased on account of the exuberant development 
of American finance and the military expenses of England, with 
which the supply of gold failed to keep step. English capitalists as 
well as American have been compelled to sell gilt-edged securities to 
keep up their margins. In England the whole blame is laid on the 
South African war. The tutelage of the Bank of England over the 
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money market has been a wise one. The bank has kept the rate up 
often by itself going into the loan market as a borrower. On the 
other hand, the way in which the city banks went into the market as 
borrowers for window-dressing purposes, toward the end of 1902, 
was not looked upon by Mr. Herbert Tritton, president of the 
Bankers’ Institute, as either flattering or reassuring to English 
finance. His idea was that the reserve of the English banking system 
is much too small — 4% per cent. of liabilities in 1896 and 234 per 
cent. in 1902. He seems to be a partisan of the theory of scattered 
reserves, and proposes that the English banks should issue preferred 
stock to the extent of 30 per cent. additional capital for the purchase 
of gold. The vice-president of the same institute, Mr. Felix Schuster, 
however, thought the project impracticable, while the author of the 
chapter on England thinks that the additional gold could be held only 
by keeping the bank rate at a point that would be a perpetual proc- 
lamation of panic. Mr. Schuster explained very clearly, at the 
meeting of the Bankers’ Institute, the causes that make England the 
counting-house of international commerce. He also said the last 
word on the perpetual controversy as to whether England’s surplus of 
imports signify that she is spending her capital. He showed that 
from 1885 to 1902 the excess of imports has grown by 79 per cent. 
On the other hand, the interest on money invested abroad has 
increased 59 per cent. A blue book published in 1903 shows that the 
difference is made up by 90 million pounds coming from shipping 
freights. The infallible sign of an excess of importations is found in 
foreign exchange. When that remains constantly unfavorable with- 
out any special explanation, it is fair to infer that the excessive 
imports, or some of them, represent a debt incurred rather than the 
payment of a foreign loan. Unfavorable exchanges in this case 
would be accompanied by dear money, lower purchasing power, con- 
sumption, and wages —a state of affairs that could be cured only by 
an increase of exports. 

The guaranteed Transvaal loan of 30 million pounds was the 
occasion of an insanity of speculation in London. One billion 
pounds was subscribed, but it afterward turned out that the “ pay- 
ment down” had been borrowed at the Bank of England, and that 
all the purchasers were going on credit. The only way the bank was 
able to meet this abuse was by refusing to take any subscriptions 
lower than £2,000. 

The rate of interest was fairly steady during the year, varying 
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from 4 per cent. in January to 3 per cent. in June. In September the 
bank rate went up to 4, and the market rate above that through fear 
of a drain to the United States. The bank avoided a 5 per cent. rate 
itself by going into the market as a borrower, as above mentioned. 

The year 1903 was one of the hardest in the history of the Eng- 
lish stock market. It came near to a panic in September. The 
brokers complained that the public stayed away rigorously; that 
investment business, on account of high taxation and national and 
individual extravagance, had fallen very greatly; and that prices of 
securities kept falling as never before. It was not till the end of the 
year that some capitalists came into the market attracted by the low 
prices. The South African war was the cause of the whole trouble. 
It is true that the income tax was reduced from 15 to 11d., but 
before the war people had grumbled at a rate of 8d. High taxation 
and slow return of activity in the Rand were the immediate causes of 
the dulness. After previous wars consols had gone up, but this time 
they kept falling. The unknown contributor of this chapter agrees 
with an idea put forward by Professor Thorstein Veblen in his recent 
notable work on The Theory of Business Enterprise, that the “ mod- 
ern bank with the credit facilities that it offers gives an opportunity 
which had not previously existed for ambitious speculators to make 
an appearance of abundance of capital by the aid of borrowed capital, 
which is a source of disappointment and disaster.” The market 
crumbled away after the war. There was a continued “rich men’s 
crisis,” very much like that in New York. There was this difference 
between the London and the New York markets: London was 
weighed down by gilt-edged securities — English consols — while the 
burden in New York consisted of securities which in many cases 
were simply the product of disordered imagination. In September, 
on account of the rising price of gold, the fear of withdrawals for 
exportation, and anxiety about the solvency of some of the magnates 
at New York, the London bankers called their stock-exchange loans. 
The result was great sales of consols to meet the demand. This is 
when consols fell to 867%, the lowest point for thirty years. It must 
not be forgotten, however, that the interest on the consols in 1903 was 
reduced from 234 to 2% per cent. This extreme depression lasted, 
however, but a short time. In 1903 the best-sustained securities were 
the South American railroads. 

That the Japanese bonds fell so much more than the Russian 
bonds after the outbreak of the Russo-Japanese war was purely due 
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to the circumstance that the former were marketed in London, where 
the pressure was extreme, while the latter had chosen Paris, a market 
that felt comparatively little effect from the war. The Argentine 
securities were helped enormously by the arbitration treaty between 
that country and Chile, and by the sale of the warships which were 
being built. This omen of peace, and the prosperity of Canada, were 
the two brightest symptoms of the economic history of 1903. Eng- 
lish railroad securities were low during the year. The depression 
affected both freight and passenger traffic, and Mr. Chamberlain’s 
propaganda had its effect also. Too much capital had been borrowed 
for improvements, as in the case of the American railroads. 

While a royal commission was slowly investigating the problem 
of metropolitan underground passenger service in London, Mr. 
Yerkes was diligently digging his underground railways where he 
pleased. Mr. Yerkes, however, has not induced the public to buy his 
stock. American jingoism has fallen on the head of the Wall Street 
men as heavily as imperialism has fallen on Capel Court. An Ameri- 
can public has left to the New York magnates the pleasure of holding 
the baby. The result has not been to transfer to America a monopoly 
of world-industry, although Mr. Chamberlain is trying hard to show 
the English people that the United States is the country where politics 
and industry have learned the lesson of supporting each other with 
scientific accuracy. Another remarkable phase of the present crisis is 
that the New York stock market has become the battlefield for great 
industrial magnates, who settle personal differences there and fight 
for their personal ambitions, quite regardless of social interests. 

The Irish Land Act, the London Water Act, and the London 
Docks Bill (which did not pass) were notable events. 

Passing over the abundant details furnished in this volume as to 
production, commerce, and the other items of industry which repre- 
sent in tangible, materialistic form the records of prosperity or 
depression furnished by the money and stock markets, we may now 
turn our attention to those modifications in the laws and institutions 
affecting commerce, and to those inventions and tools — things pos- 
sessing a material basis, which may seem to be the cause or effect of 
the “spiritual” items more directly connected with prosperity. In 
other words, we wish to know whether the permanent arrangements 
in the way of legislation, business organization, and mechanical con- 
trivances have proved themselves defective, and whether better 
arrangements are in the way to replace them. This is an ambitious 
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program, hitherto fulfilled, and here to be not more than touched 
upon. The present volume, however, contains material for such a 
quest as abundant as has ever appeared, perhaps, within one binding. 

Improvements in monetary institutions in the Orient have not 
been touched upon, nor is there room here to go into the workings 
of the American Monetary Commission. It is interesting to note 
how the Russians are paying those portions of their war expenses 
which fall due in Manchuria. It appears that in China the use of a 
bill of exchange drawn upon a fund in another place is looked ypon 
as a neat, exceptional, and attractive device. Accordingly, the Russo- 
Chinese Bank purchased a sufficient quantity of silver to be able to 
accept bills on Shanghai and Tientsin. There being no uniform 
standard in China, the bill of exchange is peculiarly convenient; on 
the other hand, it would be impossible to circulate Russian silver 
money, whose intrinsic value is much below its nominal and current 
value at home. The bill of exchange, however, can be drawn upon 
bullion or upon dollars of any kind; but the chief contrivance is the 
circulation of small bills payable on demand at the Russo-Chinese 
Bank and at the eastern Chinese banks. Redemption is at the price 
of silver on the London market. For small change Russian copeks 
are used. When the Chinese found that the different kinds of bills 
were freely cashed, they obtained full currency and were not pre- 
sented any more for redemption. 

Returning to Europe, we find that in Austria the monetary reform 
begun in 1870 was completed in 1903. The last operation was in con- 
formity with an imperial edict of 1899 and a law in Hungary order- 
ing the withdrawal of the remaining 112 million florins of govern- 
ment notes. February 28, 1903, was to be the last day when the 
legal-tender clause should apply to them. The withdrawal and 
cancellation of the notes went on rapidly until (January 3, 1903) 
only 6 million crowns was still in circulation. Unfortunately, this 
operation could be carried out only by substituting for a part of 
the legal-tender notes a currency known as “ salt-works warrants,” 
which was secured by a pledge of the government salt monopoly. 
These bear interest, and their withdrawal in turn is now on the 
carpet. 

Cuba has a complicated money system. The American gold dollar 
is an imaginary standard in which the railroads and hotels keep their 
accounts. Small purchases are made with Spanish silver, which 
shows the fluctuations of the exchange of Madrid or Barcelona on 
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Paris or London. All the important transactions in sugar, tobacco, 
etc., are now carried on in Spanish gold. This again is an imaginary 
standard, but, curiously enough, this imaginary standard itself is 
worth 6 per cent. less than the real Spanish peso. It is worth, there- 
fore, 94 Spanish sous. The American dollar is worth 10 per cent. 
more than the Cuban peso, and 39 or 40 per cent. more than the silver 
peso. 

The receipts of the French treasury show a surplus above the 
budget, and a still greater surplus above 1902. The proposition for 
an income tax was lost. It has become a sort of tradition in French 
budgetary legislation to vote down this proposition. The tradition is 
at least a quarter of a century old. The heated discussion of govern- 
ment finances, however, arose in the political campaign conducted 
against the postal savings banks. In 1903, 201 million francs of 
deposits were withdrawn in excess of the new deposits that were 
made. A preliminary campaign against the postal savings banks was 
made in 1895. Then the maximum deposit was limited to 1,500 
francs, and this at the same time was to be the maximum to be 
deposited in any year. The object was to prevent large deposits that 
could be withdrawn on sight. Naturally, this regulation reduced 
exceedingly the utility of the institution to the public, and conse- 
quently hastened withdrawals. However, ways have been invented 
of avoiding the application of the law by making deposits in the name 
of others, and by withdrawing a deposit and then suddenly making a 
new one. The author of the chapter on France, Mr. Henri Schuhler, 
regards the opposition to the postal savings bank as a sinister one. It 
is noteworthy that Mr. Raffalovich, in his introduction, makes no 
mention of this important piece of politics. Probably Mr. Schuhler 
criticises the movement from a political point of view; he regards 
the campaign as one carried on by the enemies of the republic. The 
readers of the previous issues of the Marché financier, however, will 
remember that the editor has frequently pointed out the grave finan- 
cial objections to the French postal-bank system. The economic 
objection has been that the postal savings bank has been used as a 
means of artificially sustaining the French government bonds; for 
they alone are the object of investment by the bank. The creation of 
an institution on purpose to purchase its own bonds is the creation of 
a factitious credit. In time of adversity, when the government might 
need large loans and the depositors might make a run for ready 
money, the total of French credit might collapse. The case has been 
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regarded in a way as parallel to the artificial sale of American govern- 
ment bonds to the American national banks. The fact that American 
and French bonds rule uniformly higher than those of other nations 
is not so much due to the fact that those countries have better credit, 
as to the fact that they have provided artificial purchasers for their 
credit. The crisis of 1903, therefore, was an opportune time for the 
discussion of a change in the French system in this respect. The 
proposal, however, seems to have gone the way of the income tax. It 
must be remembered that, in addition to the sales of bonds by this 
public savings bank, there were also large sales by the suppressed 
religious congregations. The proposed income tax also had an effect 
in lowering the prices of government bonds and in driving French 
capital abroad. The holders of registered bonds could not possibly 
escape an income tax. 

The new French navigation law of 1902 has not yet been success- 
ful. The trouble was that the legislature did not vote enough money 
to carry out the law. French tonnage continues to decrease. The 
need of a progressive income tax is hardly apparent in a country 
where there is so little concentration of fortune as in France. Out 
of 363,612 inheritances in 1902, only 27 were concerned with fortunes 
above a million dollars. Those 27 inheritances covered 50 million 
dollars out of a total of nearly one billion dollars of inheritances. 

The German tariff law has continued to give great dissatisfaction. 
It has alienated the commercial classes, although the agrarians and 
the great manufacturers appeared to be satisfied with it. It is as 
difficult to bring about reciprocity treaties under it as for the United 
States under the Dingley Law. A modification of the exchanges law, 
or law on options and futures, is the only part of the German attempts 
at financial reform in 1903 that was carried. The original parlia- 
mentary committee in 1895 had proposed to allow all persons who are 
carrying on a regular business on the exchange to be registered, and 
then to be exempted from having the defense put up by their clients 
that the transaction in question was one of gambling. Instead of that, 
the German Reichstag passed a law in 1896 causing all persons deal- 
ing on the exchange to be registered, but without any privileges as to 
the gambling defense, and then forbade outright dealing on a margin 
either in goods or in securities. This law has shaken the old tradi- 
tions of business honesty, has made credit more difficult to obtain, and 
capital less mobile. In the same way, the continual increase of the 
stamp tax on business transactions has discouraged them without 
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giving proportional returns to the state. An account of the cases 
where the defense of gambling has been made is very painful reading. 
Persons who have dealt for years with a bank have been known 
suddenly to put up this defense. Sometimes the bankers combine to 
boycott such a person, but more often they do not. Often receivers 
and guardians are compelled to put up this defense in the interests of 
their bankrupts or minors, when personally they do not like to do so. 
The stamp tax returns on transactions on exchange. has continually 
gone down, and that notwithstanding that the tax was raised in 1900. 
In Berlin the members of the exchange have decreased from 483 in 
1893 to 339 in 1902; the securities dealt in, from 53 to 40 varieties. 
The clearings at Breslau have fallen from 67 millions to 9 millions. 
The business of the two “ brokers’ banks” at Berlin decreased from 
3,909 millions in 1893 to 1,705 millions in 1903, or 56 per cent.— and 
so all along the line. It is true that the cash transactions have 
increased enormously, but these are not real cash transactions. The 
purchases are not made for permanent investment. The result has 
been to increase the fluctuations of the quotations, because the com- 
petition of bull and bear has been absent. When the market turns, 
there is no short demand left to sustain it. The future market is a 
parachute, the means of foresight; it puts people on their guard. 
Moreover, the high tax on transactions makes it impossible to specu- 
late on slight fluctuations. The whole empire has suffered from the 
disorganization produced by this law. The markets are unable to 
carry securities, and this at the very moment when there is great 
need for a wide range of customers for home securities. Further- 
more, the law has favored the concentration of banks. The Germans 
have sent their capital abroad for speculation and investment, and 
have lost foreign orders. In 1893 fourteen German bankers received 
foreign orders for 730 million marks, while in 1902 they received 
orders for only 213 millions. A great deal of the capital that has 
come to Wall Street has been German capital driven abroad by the 
law against time transactions in Germany. The German agricultur- 
ist has had to sell his grain cheaply, and then buy back the necessary 
supplies from abroad at a high price. 

The hope, often ingenuous, of improving methods of doing busi- 
ness through state interference in order to increase prosperity, is 
perhaps the favorite theme of legislation ; it is certainly the favorite 
device of those who expect to interest the public in a political way. 
Whatever may be the possibilities that lie in legislation, those that lie 
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in investigation are not to be despised. If projects of legislation will 
only give rise to thorough investigations, such as that which the 
government of Germany, in 1903, caused to be made into the conduct 
of the industrial combinations of that country, we may well dispense 
with the legislation, satisfied that the limits of the possible have been 
attained by the investigation. The imperial investigating committee 
included Professors Schmoller and Brentano, and Dr. Voelcker. The 
first combination investigated was the Rhine Westphalian Coal Syn- 
dicate. It was charged that it had kept up the price in hard times ; 
to which it answered that it had kept them down in good times. It 
was found that the dealers in coal were more and more tending to 
become agents of the syndicates, paid by commission. The impres- 
sion of this combination on the committee was decidedly favorable. 
The result of the investigation into the Upper Silesian Coal Syndicate 
and the Rhine Westphalian Coke Syndicate, was also favorable. In 
the case of the German syndicate of manufacturers of printing-paper, 
opinion was divided. After mentioning a number of other combina- 
tions, the writer says: 

The general working of the coal and metal syndicates has been favorable 
to German industry, the situation of which has been rendered more firm, 
prices have been made more steady, and production has been adapted to con- 
sumption. 


Workmen’s wages have risen more quickly in the last ten years than 
during the previous period, and the prices which have been fixed by 
the combinations during the period of industrial activity up to 1900 
were perceptibly lower than those on the open market or abroad. 
Public opinion will pronounce a verdict of acquittal on the German 
combinations. 

The United States Steel Corporation has had a decided effect in 
spurring the German steel industry to emulate its example in com- 
bining. During the whole year the iron interests were on tiptoe to 
know whether the great German steel combine was to be brought 
about or not. A systematic elaboration of the plan began in the fall 
of 1902. This was not to be a mere Cartel regulating sales, but a real 
combination exercising a controlling direction over the whole organi- 
zation, and hence not dissimilar to our great steel corporation. The 
problem was to find some means of combining the advantages of the 
American trust with the German Cartel. All the great German steel- 
works have been reconstructed in recent years. They were in full 
operation in the winter of 1902-3, and thus furnished a good basis for 
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assignment of quotas. This great task at last came to a head, in 
spite of all difficulties, and its chief officers declare that they do not 
look upon high prices as a panacea, but rather good organization of 
production. 

One other great change in the quasi-permanent regulations under 
which the Germans live and move was projected in 1903, and 
although it failed, it is of sufficient importance to claim our notice. 
It will be remembered that in 1879 Bismarck carried through the pro- 
tectionist law by means, among other things, of a provision that of 
the revenue raised under that law, as well as of the tobacco tax, the 
government should retain only 130 million marks for its own use, 
and should distribute the rest among the different states of the 
empire. This is known as the “Frankenstein clause.” Of course, 
it would have been possible to have given up the “ matricular” or 
lump-sum contributions which the German states are required 
severally to make to support the general government, in the same 
way as the different American states may be required to pay direct 
taxes over to the government, but only if the burden be distributed in 
an equable manner. In France such taxes are known as “ taxes of 
repartition.” These contributions had been growing so fast as to 
inconvenience the different states, hence the proposition of Bismarck 
contained an effective attractiveness, while, at the same time, the 
government did not surrender its constitutional rights. The result of 
the Frankenstein clause has been that the government has been pay- 
ing two-thirds of the customs and tobacco taxes as a rebate to the 
states. Moreover, the whole of the tax on the exchanges is paid to 
the states. In 1902 the government took from the states some 24 
million marks more than it paid them. That arrangement still left 
the government “in the hole” to the extent of 35 million marks, 
which it was obliged to borrow. The government did not dare to ask 
more from the states, whose power of taxation has been seriously 
reduced by the competition of the government itself in the field of 
indirect taxation. The government has to carry the army and navy, 
the state insurance against sickness and old age, bounties to distillers, 
etc. Herr Miquel in 1894-5 proposed to provide for these and other 
growing expenses by raising 100 million marks by taxes on tobacco, 
champagne, checks and bills of lading, and other commercial paper ; 
but Herr Miquel got only the tax on stock and produce exchange 
transactions and on securities. The government already raises some 
800 millions by the tariff and indirect taxes. The Frankenstein 
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clause makes an inflexible source of revenue of the tariff, and the 
necessities of the several states make an inflexible source of revenue 
of their contributions. The discussions of 1903 have not done much 
more than exhibit again the locking of horns between the empire and 
the states on the subject of taxation. Herr de Stengel, the present 
finance minister, revived the discussion 1894-5, but he opposed the 
introduction of the revenue tax in favor of the empire, instead of the 
indirect tax proposed by Herr Miquel. His proposition appears to be 
to abolish the Frankenstein clause, or rather to limit it to the tax on 
alcohol. 

In Russia, a combination of iron manufactures also has been 
made, and it was before a meeting of this society that Mr. Witte made 
his speech on the blessings of protection. The Russians have also 
revised their law relating to the output of their sugar factories. The 
previous law had not prevented overproduction. In this connection 
it is proper to note that in France in consequence of the Brussels con- 
vention, the sugar tax has been reduced from 60 to 25 francs, and the 
tax on manufacturing from 4 to 2 francs. This was the consequence 
of the abolition of the sugar bounties. While the sugar-beet acreage 
has not increased, the stocks on hand are enormous, and a crisis in 
the sugar industry is threatened. In England, Mr. Chamberlain has 
sought to bring about a revolution, and convert the country from free 
trade to protection under the banner of imperialism. He has not 
succeeded, and the writer of the chapter on England thinks he will 
not. But his campaign has occupied the public eye during the year. 

A bright spot in the financial history of 1903 was the improve- 
ment in Italian finances. For several years receipts have exceeded 
expenditures. The renewal of commercial relations with France has 
aided the renaissance of Italian credit. The Italians have bought 
back at low prices large blocks of their bonds which had gone from 
France to Germany when the tariff war between France and Italy 
broke out a dozen years ago. This operation of purchase abroad 
turned the exchanges against Italy, but the Italians have recouped 
themselves by paying interest at home instead of abroad. Italy has 
also profited greatly by the remission of funds from Italian eniigrants 
abroad. Spain had a period of speculative furor which came to a 
head at Bilbao in June, 1902. The finance minister, Villaverde, made 
valiant efforts to put his country’s finances on a sound basis by 
attacking the problem of the foreign exchanges, but he was not sus- 
tained long enough to produce permanent results. 
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Looking now for a moment at the most permanent environment of 
economic life, we find that in Russia the cotton area has continued to 
extend rapidly. The Russian government has taken measures to 
extend credit to small producers in Turkestan and elsewhere, but has 
hitherto been unable to protect them from the exactions of money- 
lenders. The Trans-Siberian railway has been completed at an 
expense of 21% billions of francs. The road was built one-half faster 
than the Canadian Pacific, which had been the most rapidly built 
railroad in the world. In Germany, the introduction of high-speed 
electrical transportation, and of the steam turbine for the generation 
of electrical power, promises another great step in the reduction of 
costs. Our friends who confine their attention to socio-economic 
pathology will see nothing in these improvements but a cause for 
regret that they will be the occasion of a sinking of capital into a fixed 
form, of a disturbance in the labor market, and of a perpetuation of a 
condition of industrial depression. But there is another and a 
brighter side to the improvements question. 


W. G. LANGwortHY TAYLOR. 


UNIveRSITY OF NEBRASKA. 
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NOTES ON THE IRRIGATION SITUATION 


NORTH PLATTE VALLEY 


The North Platte Valley in Nebraska is as yet little developed. It 
has a good water supply, favorable climatic conditions, and good soil, 
but poor railroad connections and service. The irrigable lands lie 
chiefly on the north side of the river, and those immediately adjoining 
the stream are covered by small ditches, most of which are owned by 
the farmers who use the water. These are controlled by stock com- 
panies, the stock being held by the farmers, and the water furnished 
by the ditches is divided on the basis of the stock owned. 

In 1887 plans were made for a ditch covering the higher and 
better lands on the benches extending east from the Wyoming line, 
some eighty miles. Much of the land under the line of this proposed 
ditch was homesteaded in the belief that this ditch was to be built. 
Only a short section of the ditch was constructed, and the rights of 
the company which proposed this construction have been in litigation 
for a number of years. The original company claimed the right to 
the full amount of water which it would have acquired by the con- 
struction originally planned, while another party filed an application 
with the state board for water to cover the land under the line of the 
ditch beyond the present construction, claiming that the original 
company had no right to water for this land. In addition, the 
farmers owning the land under the proposed ditch organized an 
irrigation district and applied for a right to water from the river to 
irrigate their own lands. The supreme court of the state during the 
past year decided that the original company still had the right granted 
it upon the condition of the construction of the canal, and the court 
further held that this right was exclusive, that is, that no other parties 
could acquire the right to water for the same land which was to be 
irrigated by the original company. This places the farmers under 
this ditch line in a peculiar situation. They own the land to be 
reclaimed, but have absolutely no voice in determining who shall 
supply them with water. In Nebraska, in order to acquire the right 
to divert water from a stream, application must be made to the state 
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board of irrigation, which grants permits to construct works to 
reclaim certain specified tracts of land. The law makes no provision 
for giving the owners of the land a hearing, but parties owning none 
of the land to be reclaimed may make application to the board and 
secure a permit to build works for its reclamation, and under the 
recent decision above referred to no other permit for this same land 
can be granted, leaving the owners of the land at the mercy of the 
holder of the permit. In this case the company which holds the right 
has done practically nothing for at least ten years; yet its rights are 
not declared abandoned, but are held to bar the landowners from pro- 
viding themselves a water supply in any other way. Some other 
states have provided by law for the regulation of rates which may be 
charged for water by companies supplying water by sale or rental, but 
as yet Nebraska has not made even this provision for the protection 
of water-users. 

At present what land is irrigated in this section is largely in small 
holdings, and is used for raising grain and forage; but a company of 
promoters has formed a plan for developing the sugar-beet industry 
there. The company claims that experience has shown that sugar 
companies cannot depend on landowning farmers to supply them 
with the necessary quantity of beets for economical operation, and 
that, therefore, they must control the lands and establish a tenant 
system of farming under which the company can control the crops 
grown. The establishment of a sugar factory requires an investment 
of something like a million dollars, and the company claims that it 
cannot make such a large investment without this assurance of suffi- 
cient acreage of beets. This company controls the rights for the 
proposed canal previously mentioned, which is to cover the lands to 
be irrigated; but these lands are held in small holdings, and the 
holders, desiring to secure the rise in value due to the canal con- 
struction, are indisposed to sell. In order that it may secure the land 
at the lowest possible prices, the company is doing everything in its 
power to “ bear” the price of the land. One of the methods employed 
to accomplish this end is most peculiar. Agents of the promoters 
have gone to the farmers owning the stock of the co-operative com- 
panies controlling the small ditches and represented to them that their 
ditch stock is of no value to them, as the ditch companies are common 
carriers and are obliged to supply them with water even if they own 
no stock, and have purchased ditch stock wherever possible. In this 
way these agents have secured control of a number of these 
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co-operative companies and are endeavoring to secure control of the 
others. After securing this control, they have gone among the 
farmers and said to them: ‘“ We now control your ditch companies, 
and are going to build this new ditch so that we shall have absolute 
control of all the water which is available for your lands. We intend 
to charge you for water $5 per acre per year, which is more than you 
can pay under your present system of farming, and the only thing for 
you to do is to sell us the land and move out or become our tenants.” 
The decision of the supreme court before referred to adds force to 
this argument, since under that decision the farmers cannot build new 
ditches to cover their lands, as the promoters hold exclusive rights. 

During the summer of 1904 the people in the North Platte Valley 
woke up to the situation and attempted to stop the acquiring of con- 
trol of the co-operative stock companies by this new company. In 
one instance the new company had sufficient stock to give it control 
of a ditch, except for one man’s holdings, on which it had an option, 
and the certificates of stock had been deposited in a bank pending 
the taking up of this option. When the other stockholders realized the 
condition of the company, they sued for an injunction to stop the 
delivery of this stock to the new company and to prevent this coni- 
pany from voting the stock in case it was delivered. This case is 
still pending. 

In their efforts to protect themselves, the stockholders of a num- 
ber of these small companies attempted to form irrigation districts. 
In a stock company the votes are in proportion to the stock held, 
and the holder of a majority of the stock can control the company. 
In an irrigation district each owner of forty acres has one vote, but 
no one person has more than one vote no matter how large his land- 
holdings. Thus, in an irrigation district the new company would be 
compelled to own practically all the lands in order to control the 
affairs of the district, instead of a majority of the stock as in the case 
of a stock company. These efforts to form irrigation districts have, 
however, failed on account of the inability of the farmers to agree on 
some matters of detail. Several irrigation districts are in successful 
operation in this section, and it is probable that the organization of 
districts would have accomplished the purpose for which the organi- 
zation was attempted. 

This is one of the most striking instances, of which the writer has 
any knowledge, of the conflict between the old American ideal of a 
community settled by the landowning farmers largely independent of 
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each other, and the new commercial ideals where everything else is 
sacrificed to the largest output, regardless of the social conditions 
which will be created by the new régime. There can be no question 
but that the new plans, if carried out, will bring about a much higher 
development of this section than that now existing, or that will come 
into being for a number of years under present policies; and it is 
very likely that under the new conditions the present farmers, if they 
remain as tenants, will secure a better living, since the company must 
give them enough to allow them to live up to the standard of living 
in other communities in order to keep them. Yet it is hard for one 
brought up with the landowning ideals to look with favor upon this 
change in our agricultural system. 


IRRIGATION DISTRICTS 


Most of the arid states have laws providing for the organization 
of irrigation districts. ‘These correspond in a way to internal 
improvement or drainage districts in other states. The formation of 
a district, the location of its boundaries, and the construction of irri- 
gation works are submitted to a vote of the landowners of the pro- 
posed district, and the district when organized has power to issue 
bonds to pay for the construction of works and power to levy taxes 
to pay interest on these bonds, create a sinking fund, and pay charges 
for maintenance and operation of the works. The bonds issued are 
made a lien upon the land, since the lands can be sold for district 
taxes the same as for any other delinquent taxes. 

In some states the taxes are to be levied on the assessed value of 
the land, and in others taxes must be a flat rate per acre; but the 
main feature is that all land within the district is taxed for district 
purposes. The organization and operation of the districts are subject 
to public supervision, usually by the county commissioners. The main 
object of the organization of these districts is the selling of bonds to 
secure money for the construction of works. Looked at from the 
standpoint of the speculative holder of lands, or of the landowner who 
does not wish to irrigate, the organization of a district is an attempt 
to compel him to build works for the irrigation of the lands of another 
and is, therefore, an injustice. From the standpoint of those who 
wish to use the water, it is an aitempt to secure to the district the 
increased value of the land within the district which is due to the 
construction of the works. They claim that the building of a ditch to 
reclaim these lands increases the value of all the lands in the district 
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alike, and that the parties not intending to irrigate secure this rise in 
value as well as those who do intend to use the water, and should 
therefore be compelled to pay district taxes. The effect of this tax- 
ing of all property within the district is to force development, since 
the taxes would soon exceed the value of idle land. In some irriga- 
tion districts in California the taxes are as high as $1.50 per acre per 
year, which in a few years will exceed the increased value due to the 
construction of the works, provided the lands remain unimproved. 
The lands must be developed in order to pay this tax. 

The district law of Idaho divides the district taxes into two 
classes —those for interest and sinking fund, and those for mainte- 
nance and operation. All the lands within the district are taxed for 
interest and sinking fund, while the cost of maintenance and opera- 
tion is paid by those using water. In some districts in Nebraska the 
owners of unimproved iands are offering them to tenants free of 
charge for a number of years, if they will prepare them for the appli- 
cation of water and pay the district taxes. 

Without the organization of a district only the lands using water 
could be compelled to contribute to the cost of construction or the cost 
of maintenance and operation. This has been the cause of the failure 
of a great many ditch companies. Ditches have been built to reclaim 
large areas, but settlement has been slow, so that for a great many 
years only small parts of the lands covered could be made to con- 
tribute to the support of the enterprises. The settlers who are using 
water could not stand charges heavy enough to pay interest on the 
investments, and the companies building the ditches had either to 
abandon them or run them at a loss. This point is strikingly illus- 
trated in the case of two districts in California. The area of the 
Modesto irrigation district is 81,143 acres, while only 6,895 acres 
were irrigated during 1904. The district taxes for that year were 
$102,884.60, or $1.27 per acre on the entire acreage of the district ; 
but if this whole tax had been paid by the lands actually irrigated, it 
would have amounted to $14.92 per acre, which would have been 
prohibitive. The area of the Turlock district is 176,210 acres, while 
20,000 acres were irrigated in 1904. The district taxes for 1904 were 
$98,786.75, which averages $0.56 per acre on the whole acreage, and 
$4.94 per acre on the acreage actually irrigated. 

During the last two years a number of districts have been organ- 
ized in Colorado to buy in irrigation works built by investment com- 
panies and to take control of ditches which needed large improvements, 
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as it is claimed by some promoters in Colorado that the organization of 
districts is the only way in which money can be secured for irrigation 
works. One such promoter, who has had a great deal to do with the 
construction of ditches in Colorado, stated that he would not loan a 
cent of money on a ditch controlled in any other way, and that he 
would not take as a gift the best ditch in Colorado if compelled to 
operate it. The law of Colorado gives the county commissioners 
power to fix the rates which may be charged by ditch companies, and 
under this law a ditch taken under foreclosure could be practically 
confiscated, since the farmers elect the board which fixes the rates 
which may be charged by the ditch-owner after foreclosure. On the 
other hand, the district bonds are a lien on the lands, and are, there- 
fore, good security for the money advanced. 

In most states the law providing for the sale of bonds prohibits 
their sale for less than 95 per cent. of their face value. This practi- 
cally prohibits their sale, but the laws allow the issuing of bonds in 
payment for work or for the purchase of works already built. The 
latter provision makes it possible to evade the former. In case a dis- 
trict is organized to buy a ditch already constructed an agreement is 
made with the owners of the ditch, the price being fixed on the basis 
of a payment in bonds of the district. In this way the bonds may be 
nominally sold for par, while they are actually sold far below par, 
since the price of the ditch may be raised to any amount above its 
cash value. If the construction of new works is in contemplation, an 
agreement is made with the contractor, under which he is to take his 
pay in district bonds, and he fixes his price accordingly. 

During the summer of 1904 the farmers under the Highline Ditch 
at Denver were negotiating with the owners of that ditch for its pur- 
chase, and the owners made two prices, one a cash price and the other 
a bond price. The Fort Morgan irrigation district was organized by 
the farmers under the Fort Morgan Canal for the purpose of building 
a reservoir, and before the bonds were voted an agreement was made 
with a contractor to build the works for a certain price in bonds; and 
the same thing is true of the Julesburg irrigation district just organ- 
ized in Colorado. The Gering irrigation district in Nebraska secured 
the construction of its canal in the same way. Its bonds can be pur- 
chased for 25 cents on the dollar, but yet the district kept within the 
terms of the law prohibiting the sale of its bonds for less than 95 
cents. 

In the arid region much of the land still belongs to the general 
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government, and a large part also belongs to the states under grants 
from the government. These lands, of course, cannot be taxed for 
district purposes, but Idaho and Nebraska in 1903 provided means 
for making state lands contribute to district expenses. Nebraska 
provided for the taxing of leaseholds on state lands for district pur- 
poses, and allow the sale of these leaseholds for delinquent taxes. 
Idaho provided for the payment of district taxes by the state on its 
lands within the boundaries of the districts, the amount of the taxes 
paid to be added to the price of the lands when sold by the state. This 
is an indirect way of providing for state aid in construction of irriga- 
tion works. It would seem to be possible to organize irrigation 
districts in which a very large part of the land would belong to the 
state, and the state would thus be compelled to pay for the construc- 
tion of irrigation works, and district taxes on unimproved lands 
would soon amount to enough, when added to the price of the land, to 
make its sale impossible. The state, however, has one check upon the 
organization of such districts. Its law provides that all proposed dis- 
tricts must be approved by the state engineer. 


SOME FEATURES OF CANAL MANAGEMENT 


During the dry years of the early nineties several large canals 
were constructed along the Platte River in Nebraska. This region 
had been settled by farmers under the impression that it had the same 
climatic conditions as eastern Nebraska, and that agriculture could be 
successfully carried on there without irrigation. A series of dry 
years, however, led them to believe that this was not the case, and that 
for successful farming irrigation was necessary. Under these condi- 
tions the farmers were enthusiastic for the building of irrigation 
works, and capitalists, believing that the farmers must have water, 
were equally favorable. 

Two companies built large canals. They had, however, different 
theories as to the proper management of an enterprise of this kind. 
One company endeavored to sell water rights for a price which would 
repay the cost of construction, and under agreements which provided 
for the payment of annual assessments to cover the cost of mainte- 
nance and operation, and to yield a profit on the investment. This 
company has steadily refused to supply any water to farmers who 
have not purchased water rights, striving in this way to compel the 
farmers to purchase rights for the sake of securing the purchase of 
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the right, but more especially to secure a large number of the farmers 
who will be paying the annual maintenance dues. 

The other company has as consistently refused to sell any water 
rights, hoping to be able to secure high prices for water in dry years 
when the necessities of the farmers are great. 

About the time these canals were ready to supply water, the series 
of dry years came to an end, and only occasionally since then has 
irrigation been necessary to the raising of crops, although in most 
years it would have been an advantage. The result has been that 
neither canal in ordinary years supplies very much water for irriga- 
tion. But the company which sold water rights has an income from 
the annual dues, which must be paid whether water is drawn or not, 
while the company which has refused to sell rights, preferring to 
depend upon the necessities of the farmers, has found itself with a 
large ditch to maintain, with no income to defray the expenses. The 
management of this latter canal has recently changed, and the new 
manager gives it as his opinion that the company could well afford to 
give away water rights for the sake of securing an annual income, 
such as the other company has from its water-right holders. 

From the standpoint of the farmers, the purchase of a water right 
and the payment of annual dues, in a section like this where irrigation 
is mecessary only occasionally, is in the nature of a payment for 
insurance rather than a payment for water, and in that light is not a 
hardship, and is not generally considered so. Most of the farmers 
pay the annual dues willingly, even in wet years when they receive no 
water from the canal. Under the other system, when the necessity 
is the greatest, the means for paying for water are likely to be the 
least, while the prices charged will be increased according to the 
necessities. This payment, too, will all come in the hard years, while 
with the other system it is distributed through the good years when 
the payments can be easily made. From the standpoint of both the 
investor and the farmer, then, the water-right system seems to be 
preferable to the system of disposing of water to whoever applies, and 
charging whatever the necessities of the case will compel the farmers 
to pay. 

In a former number of this magazine’ the writer gave it as his 
opinion that the best form of canal organization was one in which 
such water rights were sold with the provision for turning the works 
over to the purchasers of water rights when the purchase price had 
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been paid. During the summer of 1904 some instances were found 
where companies organized on this basis had sold the prescribed 
number of rights and were ready to turn the works over to the 
farmers, but the farmers preferred to have the original company con- 
tinue to operate the canal, the farmers continuing to make the annual 
payments agreed upon in their original contracts. They were satis- 
fied with the management, and preferred to have one superintendent 
with ample authority, and not directly responsible to them or depend- 
ent upon them for his position, to operate the canal. There is, 
however, the danger in such an arrangement that a change in man- 
agement might be unsatisfactory, when the farmers would have no 
redress. 

That the co-operative stock company with the stock in the hands 
of the farmers using the water is generally regarded as the most 
satisfactory system of canal management is borne out by data col- 
lected by the writer in Colorado in 1904. It was found that in the 
districts watered by the South Platte River and its tributaries in 
Colorado about 85 per cent. of the land is watered by canals controlled 
in this way. 

R. P. TEE xe. 


WASHINGTON 


CENSUS STATISTICS OF CHILD LABOR 


In drawing conclusions from statistics of the United States Cen- 
sus it is of first importance that we understand that variations in 
census methods of enumeration, and in the degree of efficiency with 
which the canvass had been conducted from decade to decade, render 
naive comparisons of these statistics impossible. Failure to recog- 
nize this fact results inevitably in serious error and has often led to 
conclusions that are precisely the opposite of the truth. 

While this criticism of incomparability is to some extent appli- 
cable to all census data, it is especially applicable to census statistics 
relating to the employment of children. 

Following the publication of the reports of 1890, eminenf econo- 
mists and statistical authorities, comparing the figures of child labor 
of that census with those of the census of 1880, drew the conclusion 
that there had been a great decrease in the number of children at 
work. That this conclusion was erroneous is evident when the 
figures of 1880 and 1890 are compared with those of the present 
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census. Unfortunately, the Census Office, while concluding that 
there was a slight increase instead of a great decrease in the number 
of children employed in gainful occupations during the decade 1880 
to 1890, is quite as careless in making comparisons and drawing con- 
clusions as were these eminent authorities when arriving at an 
opposite conclusion.’ In the following table we add the correspond- 
ing figures for the present census to those of preceding censuses in 
the form in which they were presented by Commissioner Wright :? 


NUMBER AND PERCENTAGE OF CHILDREN AT WORK DURING THE FOUR 
CENSUS YEARS 1870, 1880, 1890, and 1900 











Census Years and Classification of Ages Males Females Total 

1870 

Total children, 10 to 15 years, inclusive...| 2,840,200 2,764,169 5,604,369 

Number of above at work..............-. 548,064 191,100 739,164 

Percentage of above at work............ 19.30 6,91 13.19 
1880 

Total children, 10 to 15 years, inclusive...| 3,376,114 3,273,369 6,649,483 

Number of above at work.............-. 825,187 293,169 1,118,356 

Percentage of above at work............. 24.44 8.96 16.82 
1890 

Total children, 10 to 14 years, inclusive...| 3,574,787 3,458,722 7,033,500 

Number of above at work............... 400,586 202,427 603,013 

Percentage of above at work............ 11.21 5.85 8.57 
1900 

Total children, 10 to 15 years, inclusive...| 4,852,427 4;760,825 9,613,252 

Number of above at work............... 1,264,411 485,767 1,750,178 

Percentage of above at work............. 26.05 10.23 18.25 














In the foregoing table there is an apparent difference in the age 
classification in 1890 of one year, but, as a matter of fact, as was 
shown in the article referred to in note 2, there was an actual differ- 
ence of one and a half years for that part of the age period in which 
by far the largest number of children are employed. This is due to a 
difference in the question as to age asked by census enumerators, 
that question in 1890 being “age nearest birthday,” and at every 
other census, including that of 1900, “age last birthday.” Thus the 
figures for 1890 include children up to the age of fourteen and one- 

* Mayo-Smith, Statistics and Economics, p. 86; and vide statement of Carroll 
D. Wright in Eleventh Annual Report of the Department of Labor and in Outlines 
of Practical Sociology. 


* Vide the criticism of Colonel Wright’s conclusions as to the number of 
children employed in 1890 made by the present writer in the Journal of Political 
Economy for December, 1899. 
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half years, and those for other censuses include children up to the 
sixteenth birthday. This difference resulting from the change in 
the age question is ignored by the statistician of the present census 
report on occupations, just as it had been formerly ignored by Com- 
missioner Wright when he drew his conclusion of a great decrease in 
child labor from 1880 to 1890. Because of the failure to consider this 
important difference in census method, and the fact that the enumera- 
tion of 1890 was notoriously incomplete and unreliable, especially in 
the rural districts, this census report falls into serious errors in its 
attempt to explain the very evident discrepancy between the figures 
of 1890 and those of Igoo. 

By far the most serious of these errors is the conclusion that the 
remarkable increase in the number of children reported in 1900 as 
compared with 1890 is due chiefly to the more specific instructions to 
the enumerators of the present census. That the instructions of 1900 
were more specific than those of preceding censuses is true, but they 
were specific in directing that children having occupations should not 
be so enumerated unless the period of their employment exceeded that 
of their school attendance. No such limitation is found in the instruc- 
tions to enumerators of previous censuses, and this is, we believe, a 
fact of the greatest importance in evaluating the census statistics of 
child labor. That there exists no basis of comparison between the 
figures of 1900 and those of 1890 is admitted, and the report has 
taken the mean between the number reported in 1900 and 1880 as 
probably a fair representation of the number at work in 1890. 

It is also admitted that the instructions to enumerators in 1880 
and 1890 were practically the same. This being the case, if the 
difference in the instructions of 1900 resulted in a more complete 
enumeration at that census as compared with the enumeration of 
1890, it should also result in a more complete enumeration as com- 
pared with that of 1880. Were this the fact, there would exist no 
basis of fair comparison between the figures of 1900 and those of 
1880, and the Census Office would not be justified in its conclusion 
that there has been since 1880 a slight increase in the ee of child 
workers relatively to the increase in population. 

But if, on the other hand, the change in census cleanitiei as we 
propose to demonstrate, was such as excluded from enumeration at 
the present census large numbers of children that would have been 
enumerated under the instructions of previous censuses, then the 
actual increase in the number of child workers must be much greater 
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than appears from the comparisons that are instituted by the Census 
Office. That the increase in the number of children enumerated as 
workers in 1900 over the enumeration of 1890 is greater than can be 
attributed to the difference in age classification must be admitted, 
but this great increase is readily explained by the general incom- 
pleteness of the canvass of 1890. That the deficiency in the enumera- 
tion of 1890, which is shown to be chiefly of agricultural laborers, is 
not due to the lack of explicitness in the instructions to enumerators 
is evident from the fact that at the census of 1880, with the same 
instructions, the enumeration was probably more complete than at 
any other census. This evidence becomes conclusive when we dis- 
cover that the proportion of children enumerated as agricultural 
laborers in 1880 was considerably greater than at the present census. 

There is no doubt that the fact that the census schedules in 1890 
called for a greater amount of information than it was possible to 
obtain in the limited time allowed for the canvass was responsible for 
much that was unreliable and incomplete in the returns. Congress- 
man Hopkins, in introducing the bill for the present census, said with 
reference to this defect in the last census: 

The only trouble was that such a mass of information was required from 
the enumerators that their returns were not accurate, and in many cases had to 
be taken again. In the Eleventh Census 250 questions were prepared on a 
schedule by the director of the census and placed in the hands of the enu- 
merators, each of whom was obliged to collect in his locality the information 
covered by these questions. ... . Under such circumstances it will readily be 
seen that accurate and desirable information, such as should be embodied in a 
report of this character, could not be collected.* 


Congressman Johnson, of Indiana, in this same debate said: 

Mr. Carroll D. Wright, who succeeded Mr. Porter in his office, declared 
positively — and I think that we all have reason to know his statements to be 
true — that the last census was an exceedingly unreliable, and was also a very 
extravagant, piece of work. 


Required to obtain answers to so many questions in a limited 
time, census enumerators in a large proportion of cases neglected to 
ask some of these questions, and one of the questions most likely to 
be omitted was that relating to a child’s occupation.‘ 


® Congressional Record, Vol. XXXII, p. 1510. 
“Regarding this matter General Francis A. Walker, superintendent of the 
Ninth and Tenth Censuses, said at the Ninth Census: “The reason why the 
occupation tables may be taken as substantially exact as they respect the adult 
male labor of the country, but not as they report the employment of women and 
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With regard to the incompleteness of the Eleventh Census in the 


rural districts, Colonel Wright said in a letter to the present writer: 

The canvass of the principal cities was undoubtedly more thorough than at 
1880; but, on the other hand, it is believed that the canvass of the rural dis- 
tricts was more complete in 1880.° 


Commissioner Wright had here particular reference to the canvass 
of manufacturing industries, but, as this canvass in the rural districts 
was made by the enumerators of population, it is fair to assume that 
their returns on the population schedules were in like manner 
deficient. 

In the special Report on Occupations of the present census 
(p. Ixvi) we find, under the heading “ Probable Deficiency in Num- 
ber of Children Reported as at Work in 1890,” the following state- 
ment: 


In the discussion relating to occupations in the “ Report on Population” 
for 1890 attention was called to the marked decrease shown in the proportion 
of persons ten to fourteen years of age at work, as compared with the pro- 
portion of those ten to fifteen years of age at the preceding census; but as the 
instructions to enumerators in 1890 were practically the same as those which 
had been prepared by General F. A. Walker, superintendent of the Tenth 
Census, and used by him in 1880, there did not appear to be any good reason 
for doubting the accuracy of the returns of 1880. Moreover, confidence in 
these returns was strengthened by the fact that the changes they seemed to 
indicate were such as might easily have occurred, and possible reasons for these 
variations were suggested in the report for 1890. But when the figures for the 
succeeding census (1900) became available, an analysis of the returns for 1890, 
in the light of those for both 1880 and 1900, at once revealed the fact that the 
abrupt change shown in 1890 was not maintained in 1900; on the contrary, the 
proportion of children from ten to fifteen years of age who were at work in 
1900 showed significant uniformity with the proportion in 1880, especially in 
the southern states, in which the supposed change in 1890 was most pro- 
nounced. It appeared not unlikely, therefore, that the census of 1890 under- 
stated the number of children from ten to fourteen years of age gainfully 
occupied. 


children, are plain and simple. It is taken for granted that every man has an 
occupation. .... It is precisely the other way with women and young children. 
The assumption is, as the fact generally is, that they are not engaged in remunera- 
tive employment. Those who are so engaged constitute the exception, and it 
follows from a plain principle of human nature that the assistant marshals will 
not infrequently forget or neglect to ask the question. 

° This letter is quoted in an article by the present writer in this Journal, Vol. 
IV, p. 88. 5 
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It is to be regretted that the age period representing children employed in 
1890 (ten to fourteen) differs slightly from that used in 1880 and 1900 
(ten to fifteen), because no readjustment of the figures can make the three 
census periods comparable with absolute accuracy. But even if allowance be 
made for some variation due to this cause, there still remains so marked a 
difference in the figures for 1890 that some other explanation is demanded. 
From a careful study of such facts as are available, the following conclusions 
appear to be justified : 

1. The similarity of the proportions, in all states and territories, of persons 
between ten and fifteen years of age gainfully employed in 1880 and 1900 proves 
that there has been no marked change in this age group during the twenty-year 
period. Therefore the marked deficiency in the proportion of persons from ten 
to fourteen years of age gainfully employed in 1890 should be regarded as 
probably erroneous. 

2. This deficiency was practically confined to agricultural pursuits, and 
within this main class to agricultural laborers; it was most marked in the 
southern states, and for the entire country appears to have been considerably 
more than half a million. 

3. By using for 1890 the mean between figures based upon the proportions 
of each sex from ten to fifteen years of age at work in 1880 and 1900 for each 
state and territory, the total number of agricultural laborers is increased by 
582,522. The use of the mean is justified by the facts, and produces figures 
more trustworthy than the actual returns for 1890. 

Following this statement, under the caption “ Analysis of Returns 
for 1890,” elaborate tables are presented showing the number of 
children from ten to fourteen years of age as reported for both 1890 
and 1900, with the remark: 

As the figures for the number of children gainfully occupied in 1900 were 

prepared for both the ten to fourteen and ten to fifteen age periods, it is pos- 
sible to make an exact comparison of the former with the returns for 1890 and 
of the latter with 1880. 
As the number of children reported in 1900 as from ten to fourteen 
include children up to the fifteenth birthday, and the figures for 1890 
include children up to the age of fourteen and a half years, it thus 
appears that the Census Office regards as “exact” a comparison that 
disregard a difference of one-half year. 

Now let us see what this difference amounts to, and whether the 
difference in the age classification of 1890 and 1900 is so slight a 
matter as the Census Office appears to regard it. Fortunately, the 
present census publishes the number of children enumerated as 
workers in 1900 for each yearly age period. These figures are as 
follows : 
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Total Numbe: 

of Children J Males Females 

TOR SAGE BE. 6.5 5sicicnnccnce cine. ons 142,105 105,580 36,525 
Eleven years of age.... 2... cccecccccces 158,778 119,628 39,150 
Twelve years of age.............eeeeee 221,313 163,649 57,064 
Thirteen years of age. .... 5.200 ccc. ceee 268,427 196,830 71,597 
Fourteen years of age.............0e0- 406,701 289,655 117,046 
VUROG FORTE OE OBE. 6.06.6 oce ccvecessasce 552,854 389,069 163,785 
Aggregate number................. 1,750,178 1,264,411 485,767 














The question as to age at the present census being “ age last birth- 
day,” these figures include all children from ten to sixteen years of © 
age. At the census of 1890, the question was “age nearest birthday,” 
and, as a consequence, the number of children reported at that census 
include those from nine and a half to fourteen and a half years 
of age. It may be noticed in the foregoing table that the number of 
children in the last two years is very nearly 55 per cent. of the entire 
number, and that the number in the last year is considerably more 
than three times that of the first year. 

Now let us see how many of the children reported at the present 
census would be included in the age period of the census of 1890. 
As the figures of the present census include children to the sixteenth 
birthday, and those of the former census those under fourteen and 
a half, we must deduct from the total number reported in 1900 a 
number representing children from fourteen and a half to sixteen 
years of age. To obtain this number we must add to the number 
reported as fifteen years of age, which is 552,854, some figure repre-- 
senting the number of children in the last half of the preceding age 
period. It may be noticed that the number reported as fourteen 
years of age exceeded the number reported as thirteen by 51.5 per 
cent. If we assume that the number in the last half of the fourteen- 
year period exceeded the number in the first half of that period in the 
same ratio, then we must conclude that the number for that half-year 
was 244,977. Adding this to 552,854, the number reported as 
fifteen years of age, we have 797,831 as the number of children from 
fourteen and a half to sixteen years. But while we deduct this num- 
ber from the total number 1,750,178, we must add some figure as 
representing the number of children from nine and a half to ten 
years. Obviously this number would be comparatively small. It 
may be noticed, further, that the number reported as ten years of age 
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is 90 per cent. of the number reported as eleven years of age. If 
now we assume that the number in the first half of the ten-year 
period was also go per cent. of the number for the last half, and that 
the number in the half-year nine and a half to ten was go per cent. 
of the number estimated for the first half of the ten-year period, we 
obtain 51,087 as the number of children from nine and a half to ten 
years of age. With the addition of this number and the deduction of 
797,831 representing the number of children from fourteen and a 
half to sixteen years of age, we have 1,003,434 as the number of 
children in 1900 for the age period corresponding to that of 1890. 
This, it will be seen, is less by 193,890 than the number presented in 
the “exact” comparison of Table VII. 

Thus it appears that the “slight” difference in the age periods 
resulted in increasing the number of children enumerated in I9g00 to 
the extent of 746,734, or 74.4 per cent. 

If now we increase the figures of 1890 to this extent, we have 
1,051,654 as the number of children from ten to fifteen years inclu- 
sive at that census. The foregoing computation does not, however, 
fully indicate the deficiency in the number of child workers reported 
in 1890 resulting from the “slight” difference in the age period. 
This becomes quite evident when, segregating child workers engaged 
in agriculture, we compare the number of children found in other 
pursuits. As it appears, and is admitted, that there exists a great 
deficiency in the number of child workers enumerated in 1890, and 
that this deficiency is almost entirely of children engaged in agri- 
culture, it is obvious that the only reliable basis of comparison 
between the statistics of child labor of the census of 189d and those 
of other censuses is found in the figures for non-agricultural indus- 
tries. These comparisons are also instructive as indicating the extent 
of the increase in child labor in those industries in which such labor 
must be regarded as most objectionable. The number of children 
engaged in agriculture and non-agricultural pursuits as reported at 
the present census is as follows: 














Age Period | A a es ~~ pe 
Ten years of age........ 121,422 20,683 
Eleven years of age..... 131,807 26,971 
Twelve years of age..... | 171,643 49,670 
Thirteen years of age... | 179,393 89,034 
Fourteen years of age....| 215,678 | 191,023 
Fifteen years of age..... | 242,028 310,826 





ee ei eemnas 1,061,971 | 688,207 
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These figures show conclusively that the number of children 
enumerated at the present census as engaged in non-agricultural pur- 
suits for the age period corresponding to that of the census of 1890, 
is no greater than the number reported at that census. As we have 
previously shown, the age period of child workers of the present 
census is from ten to sixteen years of age, and at the preceding cen- 
sus it was from nine and a half to fourteen and a half years. It may 
be noticed that the number of children for ‘the fourteen-year age 
period is considerably more than double that of the thirteen-year 
period. If we assume that the number from fourteen and a half to 
fifteen years of age exceeded that from fourteen to fourteen and a 
half in a like ratio, we should take something over 68 per cent. of 
the number of children reported as from fourteen to fifteen years of 
age. But to be well within the mark, let us assume that the number 
of children from fourteen and a half to fifteen exceeded the number 
from fourteen to fourteen and a half by but 50 per cent. This would 
give us 60 per cent. of 191,023, or 114,613. Adding this to the num- 
ber reported as from fifteen to sixteen, we have a total of 425,439 as 
the number from fourteen and a half to sixteen years of age. 
Deducting this from the number representing children of all ages, 
and adding 10,000 as representing children from nine and a half to 
ten years of age, we have 272,768 as the number of children in non- 
agricultural pursuits from nine and a half to fourteen and a half 
years of age at the present census. The number reported in 1890 was 
275,988, which is greater by 3,220 than the number which we have 
found for the present census. 

Thus with a decided increase in population and of non- 
agricultural industries there is no apparent increase in the number of 
children of the age period of the census of 1890 engaged in non- 
agricultural pursuits. This is explained, in part at least, by the fact 
that the instructions to enumerators of the present census exclude 
from enumeration a large proportion of the child workers that would 
have been enumerated under the instructions of previous censuses. 
The number of children employed in agricultural and non- 
agricultural industries as reported at the different censusés is as 
follows : 

















Year a" | “ae 
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baeiehh aaccnee 1,060,971 688,207 

















254 JOURNAL OF POLITICAL ECONOMY 


No explanation of the change in age classification in 1890 has 
ever been offered by the Census Office. We know, however, that the 
result has been to conceal the fact that there was a decided increase, 
instead of a decided decrease, in the number of child workers from 
1880 to 1890. That there was probably an increase the Census Office 
now admits by way of explanation of that which would otherwise 
appear as an unprecedented increase during the last decade. 

It is noticeable that, while comparing the figures of the present 
census with those of 1880 and making this admission, the Census 
Office fails to call attention to the fact that the actual increase since 
1880 must be considerably greater than appears from these com- 
parisons. 

Following the comparative tables which we have criticised, we 
find this statement : 

Examination of the schedules of 1890 makes it clear that the enumerators 
at that census did not properly interpret the instructions. Children at work 
on farms the enumerator was required to make an entry on the schedules, in 
the space devoted to occupations, for every person enumerated either by the 
return of a specific occupation or by the use of some term indicative of status 
in the family, as housewife for a woman keeping house; housework, for a 
grown daughter assisting in household duties without pay; at school; at 
home, for persons too young to go to school or no occupation. The entries for 
non-working members of the household were not so specifically required in 
1880, and 1890 doubtless the enumerator, when uncertain concerning the 
younger members of a family, either used the entry at school or left the space 
blank. 


With this statement, which appears to be hardly justified by the 
facts, is presented the following footnote : 

The instructions concerning this subject issued to enumerators in 1890 
(which were practically identical with those issued in 1880) were as follows: 
The doing of domestic errands or family chores out of school hours, where a 
child regularly attended school, whatever the age, is earning money regularly 
by labor, contributing to the family support, or appreciably assisting in 
mechanical or agricultural industry, the kind of work should be stated. 


The instructions to census enumerators regarding the enumera- 
tion of children at the present census ® were as follows: 

219. The doing of domestic errands or family chores out of school hours, 
where a child regularly attends school, is not an occupation. But if a boy or 
girl above ten years of age is earning money regularly by labor, contributing to 


* Vide the article “‘ Occupations’ in the Twelfth Census” in the preceding 
number of this Journal, p. 68. 
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the family support, or appreciably assisting in mechanical or agricultural indus- 
try, the kind of work performed should be stated (see paragraph 162). 

This paragraph is practically identical with the instructions of the 
three preceding censuses, except for the reference to paragraph 162, 
which we give below: 

162. Report a student who supports himself by some occupation according 

to the occupation, if more time is given to that, but as a student if more time is 
given to study. Thus report a student who does stenographic work as a 
student unless more of his time is spent in stenography. Report a salesman in 
a grocery store, who attends a night school as “salesman groceries,” because 
most of his day is spent in the store (see paragraph 219). 
Now, if this reference to paragraph 162 means anything at all, it 
means that a child attending school for a period greater than that in 
which he is gainfully occupied is to be reported as a student and not 
as having a gainful occupation. 

As we have already stated no such limitation is found in the 
instructions at preceding censuses. At the census of 1880 the only 
instructions regarding the enumeration of children having occupa- 
tions were as follows: 

The inquiry as to occupation will not be asked in respect to infants or 
children too young to take any part in production. Neither will the doing of 
domestic errands or family chores out of school be considered an occupation. 
“At home” or “attending school” will be the best entry in a majority of 
cases. But if a boy or girl, whatever the age, is earning money regularly by 
labor, contributing to the family support, or appreciably assisting in mechanical 
or agricultural industry, the occupation should be stated. 

This plainly requires the enumeration as a worker of every child 
occupied for any period during the census year regardless of the time 
spent in school. 

The purport of the instructions of the present census is made 
plain in the very first paragraph of instruction under the heading 
“occupation, trade, or profession” : 

154, column 19, occupation This question applies to every person ten 
years of age and over who is at work, that is occupied in gainful labor, and 
calls for the profession, trade, or branch of work upon which each, person 
depends chiefly for support, or in which he is engaged ordinarily during the 
larger part of the time. 

Just preceding the foregoing paragraph, as presented in Appendix A, 
is the following note: 

153, note.— The following instructions concerning the return of the occu- 
pation, trade, or profession in column 19 do not, in the main, form a part of 
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the instructions contained in the portfolio or the instructions printed at the 
bottom of the illustrative example. These instructions are very important, 
however, and must not only be read, but studied carefully. 


The instructions, as they appear in Appendix A, are those found in 
a book of instructions, and are not exactly identical with those 
printed on the lower part of the census schedule on which they made 
their reports, and also on the “ Illustrative Example of the Method 
of Making Returns on Schedule No. 1— Population.” This illus- 
trative example consists of a census schedule which has been filled out 
in a manner to illustrate the method to be followed in making entries. 
On the census schedule besides column 19, which is a broad column, 
we find a narrow column (21) devoted to reporting the number of 
months of school attendance. It was thus possible to indicate the 
school attendance, and also the occupation of the person when not 
attending school, and it is noticeable that this illustrative sheet does 
not give a single example of a child who attends school also having 
an occupation. 

The directions to enumerators appearing upon the illustrative 
example, and also upon the lower part of the census schedule, so far 
as they relate to the enumeration of children, are paragraph 154, as 
we have quoted it from Appendix A, and the following: “For 
children attending school write ‘at school;’ for all other persons 
leave the column vacant.” This clearly means all other persons except 
those for the enumeration of whose occupation direction had been 
given. 

Enumerators who were careless, and were guided entirely by the 
instructions found on the census schedules upon which they made 
their reports and by the illustrative example, would be unlikely to 
report any child who attended school as having an occupation, and 
those who carefully studied the direction found in the pamphlet of 
instructions would report children as having an occupation only when 
the period of employment exceeded that of school attendance. The 
latter course was that followed by the writer, who served as census 
enumerator at the present census, in the district in which he at that 
time resided, and in which he was well acquainted. 

The result of his observation is the conclusion that the instruc- 
tions to enumerators of the present census resulted in the exclusion 
from enumeration of many children whose period of employment 
exceeded that of their school attendance as well as those who attended 
school the greater part of the year. This is so because of the general 
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reluctance of parents to admit that their children do not attend school 
for the greater part of the year. In some instances it was perfectly 
obvious that the parents’ statements were false. 

It seems clear, then, that in regard to the employment of children 
the instructions to enumerators for the present census were materially 
different from the instructions for the two previous censuses, and 
that this difference must have resulted in greatly reducing the num- 
ber of children reported as employed in gainful occupations. 


H. L. Buss. 


Cit 1caco. 


THE MARGINAL THEORY OF DISTRIBUTION 


In his recent article on “ Marginal Units in the Theory of Dis- 
tribution,” Mr. J. A. Hobson raises a number of objections to the 
theory which attempts to explain the distribution of wealth on the 
basis of the marginal productivity of the various factors. His objec- 
tions seem to the present writer to be due to a misconception of cer- 
tain vital points in that theory. His argument seems to be, in brief, 
that if the marginal unit of labor — on a farm, for example — gets ail 
it produces, there will be nothing left over for the employer, since all 
units are alike and will produce equal amounts. That is, if one 
laborer produces as much as another, and if each one gets what he 
produces, the laborers will get the whole product, and there will be 
nothing left for anyone else. Speaking of a farmer who employs a 
number of laborers and other factors, he says: 

How are we to conceive the profits of our farmer? If there is no surplus 
in the employment of the last unit, and the last unit is just as productive as 
any other unit, it would appear that no profit could arise. The ordinary 
diagrammatic representation of the “ dosing” theory does indeed show a sur- 
plus derived from the employment of each increment except the marginal one. 
The familiar figure on the following page runs thus: 

Here AB represents the entrepreneur’s personal power; to it are added ten 
increments of land-labor-capital, to which a diminishing amount of productiv- 
ity is attached, the first unit yielding the figure ABb*a’, the tenth yielding 
a’b* DC. The marginal increment alone receives in payment virtually its whole 
product; each of the others yields a surplus receiving the same payment as the 
last, but affording a larger product. Here the entrepreneur appears to make a 
large profit on all the earlier increments. 

But this figure is a most fallacious one, if designed to explain how the f 
aggregate product of the fully organized business is apportioned. For it’ 
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appears to show that the ten increments are unequally productive, or that they 
ireceive unequal amounts of assistance from the energy of the entrepreneur ; 
‘and neither supposition is warranted. For when there are ten units of land- 
labor-capital employed by the entrepreneur, if a separate productivity be 


attributed to each, whether or not that 
productivity includes the assistance of the 
entrepreneur, it must be the same for each 
of the ten. 


This remarkable argument is plainly 
based upon a failure to see the differ- 
ence between the average product 
and the marginal product. Mr. 
Hobson’s interpretation of the famil- 
iar diagram leaves no doubt upon 
this point, as will appear from a 





Fic. 1 


study of the following figure. 

In this figure it is assumed that a given farmer or business man 
can direct one unit of land-labor-capital so as to make it produce an 
amount represented by the rectangle A a’ B b', and that he could so 
direct two such units as to make them produce an amount represented 


by the rectangle E a? B b?. This shows 
a decline in productivity under a law 
| which is quite analogous to the law of 
diminishing returns from land. That 
such a decline may be assumed to take 
place is admitted in the terms of Mr. 
Hobson’s argument; otherwise there 
is no meaning in his descending curve 
Aa'a*a’D (Fig. 1). But, it must be 
observed, Fig. 2 represents a decline 
both in the average productivity per 
unit of land-labor-capital and in the 


marginal productivity of these units. 


A ‘ 





7 a” 





ef --- a. 














B bd’ b* 
Fic. 2 


When the same manager 


directs one unit, the productivity was 4 a' B b'; but when he directs 
two units, the average productivity per unit falls to Eg Bb’ or 


ga’ b' db. 


If the broken line A a’ ga? were resolved into a descend- 


ing curve, it would represent the decline in the average productivity. 
If this were the curve A a‘ a*a* D in Fig. 1, ali that Mr. Hobson 


says would be quite true. 


If the second unit in Fig. 2 received as 
wages an amount equal to ga?b'b?, and the first unit received an 
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equal amount, there would obviously be nothing left for the business 
man. But it must not be overlooked that with a decline in the average 
productivity per unit there is necessarily a still more rapid decline in 
the marginal productivity. The marginal productivity in this case is 
to be determined by finding how much the second unit adds to the 
product of the establishment. How much more do two units produce 
than one produced. This is obviously to be determined by subtract- 
ing rectangle A a* B b* from rectangle E a? B b?, which will amount to 
the same thing as subtracting rectangle A a’ E g from ga*b'b?. This 
leaves the rectangle df b* b? as the amount added by the marginal 
laborer. In other words, df b' b? is the marginal product of land- 
labor-capital. Then, if the employer pays this amount — its marginal 
product —to the second unit, and to the first unit the same amount, 
he will have something left over for himself, viz., Aa‘te'd, or 
Ea@e*d. 

From what has been said it follows that the curve representing 
the decline in the marginal productivity of successive units of land- 
labor-capital should be made from the broken line Aa'df. Then 
the total product would be represented by the irregular figure 
Aa'df Bb’, the marginal product by df b' b?, the total earnings of 
both units of land-labor-capital by the rectangle e' f B b?, while the 
surplus remaining with the business man would be represented by the 
rectangle A a’ e' d. 

If Mr. Hobson’s curve A a‘ a* a® D in Fig. 1 had really represented 
the decline in the marginal productivity of successive units of land- 
labor-capital, all that he says in criticism of it would have been abso- 
lutely without meaning. Then the figure a®Db®C would have 
represented the amount added to the product by the tenth unit, or, 
more accurately, the amount which ten units could produce over and 
above what nine could produce. This would then represent the value 
to the employer of any one of the ten units, and the total wages of the 
ten units would have been approximately ten times this amount, or 
the rectangle EDBC. But the total product would be represented 
by the irregular figure A D BC, leaving the employer in the posses- 
sion of A E D. 

In Fig. 3, which is only an elaboration of Fig. 2, the broken line 
Aa ga? g' a® g? a* would, if resolved into a curve, represent the decline 
in average productivity ; while the broken line Aa‘ dfd' f* b® b* would, 
if also resolved into a curve, represent the decline in marginal pro- 
ductivity. In this case the marginal productivity becomes nil when 


259 





) 


260 JOURNAL OF POLITICAL ECONOMY 


four units are employed, which would be the real condition if four 
units could, when combined under a given manager, produce no more 
than three units could produce. Under such conditions a fourth unit 
would be worth nothing to the employer. 

There ought really to be no diffi- 
culty in distinguishing between the 
é two curves, nor in seeing the neces- 

sity of confining attention to the 
e' L. curve representing the decline in 
d}-- ---f st marginal rather than average pro- 
ductivity. Unfortunately, Professor 
, fe! Clark has contributed, doubtless in- 
advertently, to the confusion on this 
! ae Wis 4 point. In his Distribution of Wealth 
}) b . be (p- 329, note) he uses the following 

Fic. 3 illustration : 

The upper boundary [of a curve previously explained] should have been the 
tops of the contiguous rectangles. With ten units of capital one man produces 
the amount that is expressed by the first rectangle in the following figure; 
while, after he has relinquished one-half of the capital to the second man, he 
produces only the amount indicated by the smaller rectangle on the right of the 
figure. The difference between these areas, or the space above the dotted line 
in the larger rectangle, expresses the product of five units of capital in the 
hands of one man. 
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Now, if the first ran, with five units of capital, pro- = 
duces an amount indicated by the second rectangle, the 
second man with the other five units will produce an equal £ Bg 
amount. The second rectangle then becomes the average 
rather than the. marginal product. The total product would 
then be indicated by two rectangles like the second, rather 
than by the first plus the second. It would take a smaller 
rectangle than the second (smaller by the amount of the 
small rectangle above the dotted line in the first large 
rectangle) to indicate the marginal product of labor, or the amount 
by which the product of two men with ten units of capital exceeded 
that of one man with ten units. 

This distinction between the decline in average productivity and 
the decline in marginal productivity can be made palpably clear by 
means of the following table, which purports to show how much could 
be produced with varying amounts of labor in one establishment, say 
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a farm, containing a given amount of land and a given equipment in 
the form of tools and working capital. 











‘Sees —— +. A No. . inal 

uct ol usheis per uct 

of Laborers (Bushels) Laborer (Bushels) 
bivassncscnasen 500 500 eae 
Ee goo 450 400 
Sos aes uameaen 1,200 400 300 
I 1,400 350 200 
Oe saeceatesa 1,500 300 100 














The law of diminishing returns, as ordinarily interpreted, is 
shown in the third column ; and if one were to base his theory of dis- 
tribution upon this column alone, Mr. Hobson’s contention would be 
sound. If, for example, the product of the fifth laborer were con- 
ceived to be 300 bushels, and if he were to get that product, and if, 
moreover, each of the other four were to get the same, obviously the 
wages of the five men would take the total product. But, on the 
other hand, if the fifth man were thought to be worth only as much as 
he could add to the product of the other four, or if any one of the five 
were thought to be worth only as much as five men could produce 
over and above what four could produce, then each man would get 
only 100 bushels, leaving 1,000 bushels to the owner of the farm. 
This is the real marginal theory of distribution. 

Another curious objection to the marginal theory is found in 
Professor Davenport’s review of my recent book on The Distribution 
of Wealth.’ He says: 

The factors A, B, and C, which separately will produce 40, 30, and 20 
respectively, will, in co-operation, produce more than the sum of 40, 30, and 20; 
it is because of this that they are put together; together they have, say, a 
product of 100. Remove A, and the product falls to 50; A appears therefore, 
by this subtraction method, to produce 50. But remove B and the product falls 
to 60, imputing, under the assumed rule, 40 to B. Remove C arid the product 
falls to 70, C thus appearing to account for 30 of product. But 50, 40, and 30 
are more than the whole joint product; the method will not work. 

It is wrong in principle. A simple illustration of it is found im the case 
of the pair of gloves worth, say, one dollar. By this subtraction method either 
glove has imputed to it the value of the pair, and the pair thereby becomes 
worth, not one dollar, but two. 


As to the pair of gloves, the illustration ignores one point which 
Cf. this Journal for December, 1904, pp. 138-44. 
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was insisted upon in that book, viz., that the marginal theory applies 
to specific units such as are bought and sold. Now, gloves are 
bought and sold in pairs, and the pair is the specific unit to which 
alone the marginal theory applies. This theory can obviously not 
apply to the separate legs of a pair of trousers, for the pair would be 
useless without either leg. But fortunately one is not forced to buy 
one’s gloves or one’s trousers in that way. If Professor Davenport 
knows of any community where such is the custom, he has a golden 
opportunity for original work in describing the economics of that 
community. 

As to the factors A, B, and C, professor Davenport does not make 
clear whether they are different units of the same factor or separate 
factors altogether, such as land, labor, and capital. If they are 
different units of the same factor, the case he has assumed is one of 

| increasing returns. Where all the other factors in the establishment 
remain the same, but the factor of which these are the units is vari- 
able, the product varies more than in proportion to the variation in 
this factor. This, I frankly confess, as I tried to make clear in the 
work under discussion, is a condition to which the marginal theory 
cannot be made to apply. But one can take comfort in the fact that it 
is also a condition which never exists in the real world, except in a 
few abnormal cases where the manager of the enterprise is making 
such a palpable mistake as must soon eliminate him and his estab- 
lishment from consideration.? 

But if, as seems the more reasonable interpretation, A, B, and C 
|are separate factors, such as land, labor, and capital, he is again 
violating one of the rules of the marginal theory, for he is withdraw- 
ing one whole factor bodily, instead of a marginal unit of it. From 
this point of view, his illustration is not strong enough, for it is quite 
possible that the three factors could produce absolutely nothing 
separately, or even in twos. Then if any one were withdrawn, the 
whole product would disappear. This is just what would happen if 
A represented land, B labor, and C capital. But let us suppose that 
A, B, and C represent three different laborers working on a given 
amount of land and capital. They may still be different types of 
[ ster performing different kinds of labor. In this case they are 


as 


to be regarded as different factors, instead of as different units of the 
j} same factor. This case would differ only in degree from the one in 
' which the three factors were land, labor, and capital, instead of the 


*? Cf. my Distribution of Wealth, pp. 76-84. 
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three kinds of labor; and the same objection would hold in the one 
case as in the other. It was to provide for just such cases that the 
considerable elaboration of the law of diminishing returns was under- 
taken in the work which Professor Davenport had under review.* 

It seems necessary to call attention again to the fact that the mar- ( 
ginal theory of value and distribution is a theory of equilibrium. At 
a certain stage in mental development it seemed that the world must 
necessarily rest on something. According to one traditional theory, 
the world rested upon a rock, and this rock upon another one, and so 
on. It was “rock all the way down.” Another interesting theory 
was that the world rested on the back of a turtle. The turtle was a 
logical necessity to people who were not able to conceive of an 
equilibrium of forces. Economic theory is just beginning to emerge 
from the turtle stage, and many theorists still insist that value must 
rest on something — say, cost of production. That the value of an 
article may be the result of an equilibrium of forces, utility on the one 
side and cost on the other, neither of which can be said to “ deter- 
mine” value, is to some minds a mystery. Such minds are equally 
unable to comprehend the reasoning by which it is shown, for 
example, that the wages of labor are determined by an equilibrium of | 
forces—the productivity of labor, on the one hand, creating the 
demand for it, and the standard of living of laborers, on the other 
hand, restricting the supply of it. To their way of thinking, the 
turtle is a necessity. Wages must rest either upon the standard of 
living or upon the productivity of labor, or something else equally 
definite. This is apparently the frame of mind of at least one 
reviewer of my Distribution of Wealth,* who argues that the mar-) 
ginal productivity theory does not correspond to anything in the real 
world, but that the refusal of laborers to work for anything less than 
the prevailing standard is the real determining factor in the wag: 
problem. 

I would not do Professor Davenport the injustice of even sus- 
pecting him capable of such a crude misinterpretation as this, but it 
seems that he is not altogether free from the turtle theory in his 
attempt to convict me of circular reasoning. The following is his 
argument : 

As it seems to this writer, the relation between values and distributive 
shares is traced out by Professor Carver as follows: 

The value of the agent is determined by the value of the product. But what 


* Cf. pp. 85, 86. *Boston Transcript, December 14, 1904. 
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determines the value of the product? The relative want. And what deter- 
mines the relative want? The relative supply. And what determines the 
relative supply? The cost of production. And what determines the cost of 
production? The value of the agents employed. And what determines the 


value of the agents? The value of the product; etc., etc. 


Now, if this is circular reasoning, it is a kind of circular reason- 
ing to which every theory of equilibrium can be reduced. That there 


/may be a group of factors which mutually help to determine one 


another is familiar to every student of science. To say that A deter- 
mines B, that B determines C, and that C determines A, would be a 
piece of circular reasoning. But to say that A is one of the factors 
which determines B, that B is one of the factors which determines C, 
and that C is one of the factors which determines A, lacks a good deal 
of reasoning in a circle. This may be clearly seen if we assume that 
A, B, and C are three poles standing on end, leaning together (wig- 
wam fashion) and mutually supporting one another. Remove any 
one and the others will fall. Each one helps to support each of the 
others ; though there are other basic factors besides. 

If anyone will attempt to follow me step by step around the 
circular pathway which Professor Davenport accuses me of having 
traveled, he will find that it is not a circle after all. As to the third 
step, for example, I nowhere assert that the relative want is deter- 
mined by the relative supply, but that the relative supply is one of the 
factors in determining the relative want, which is merely the well- 
known marginal-utility theory. Similarly in the fourth step, I do 
not assert that cost of producton is the sole factor in determining the 
relative supply, but only that it is generally one factor, frequently a 
very important factor. Again, as to the fifth step, that the value of a 
factor of production for other purposes may sometimes be regarded 
as one item in the cost of production of a specific product, I took 
occasion to point out; but that this commits me to the proposition 
that the value of the factor alone determines the cost of the product, 
I should not admit for a moment. 

These considerations, it seems to me, will destroy the force of 
Professor Davenport’s main criticism. To attempt to reconstruct my 
argument in positive form is no part of the purpose of the present 
paper. I may say, however, that Professor Davenport’s further con- 
tention that I have separated the problem of distribution from that of 
value is utterly beyond my comprehension. I hoped that whatever 
else the book had left undone, it had succeeded in demonstrating that 
these problems were one and the same. 
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But let us return to Mr.. Hobson. In the article already cited he 
argues as follows: 


Taking a farmer with a given quantity of organizing power, a fixed piece of 
land, and a fixed stock of farming capital, it looks as if we might learn some- 
thing from the productivity of the tenth or marginal shepherd whom he just 
finds it worth while to employ. But what do the terms of this experiment 
imply? The only way of isolating the productivity of the marginal shepherd is 
to suppose that the farmer used his land, capital, and organized power with 
nine instead of ten shepherds; that is, to suppose him to be an “ uneconomic” 
man, wasting some of the powers in his other factors of production. If it is 
better for him to employ the tenth shepherd, it is because by employing him he 
will make a slightly better use of the other given factors; and here, ex hypo- 
thesi, it is not possible to discriminate how much of what is added to the total 
product can rightly be attributed to the specific productivity of the tenth 
shepherd, and how much to the better functioning of the other factors. .... 

If we assume that a farmer has been employing nine shepherds where he 
ought to have been employing ten, and we let him add a tenth, and ascribe the 
increased product which covers an improved use of all the factors of produc- 
tion to this last unit of labor, we are arguing in a quite unwarrantable way. 
Our real farmer, as an entrepreneur, capable of borrowing units of capital and 
of renting or buying land as well as of hiring labor, at given prices, must be 
conceived to put the following question to himself as he plans the most profit- 
able use of his skill and experience: “How many shepherds shall I employ to 
how many acres of land, and how many £100 worth of farm capital of various 
concrete kinds?” He will not consider doses of labor except in organic 
relation to doses of land and capital. His real doses will be composite doses 
of farming-power, composed in varying proportions of the several factors, and 
no dose will be considered to have a separate productive value apart from the 
others with which it will co-operate, so as to give a fuller utilization of the 
productive powers of the whole farm under his management. ... . 

If a truly economical farmer takes on more labor, he will either require 
more capital or more land, or else will be changing his whole method of 
production to meet some change in the market. Even if he takes on no more 
land or capital, the reorganization of his labor-force accompanying the increase 
of employment will preclude him from attributing to the new labor the entire 
value of the increased product, or any assignable portion as its exclusive or 
specific yield... .. ‘ 

Turn to any ordinary modern industry, and it becomes at once apparent 
that the problem is one of an organic amalgam of productive powers which 





— 


does not permit the attribution of a separate productivity either to the separate’ 


factors or to a marginal unit of composite productive power. 
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Now, this indicates that Mr. Hobson regards a farm as an 
“organic amalgam” in which the various ingredients must be com- 
bined in a definite proportion in order to produce the largest results. 
One cannot help wondering where his farming experience was 
acquired. The fact is that there is no fixed proportion in which the 
factors land, labor, and capital have to be combined, independently 
of the price of each and that of the product. There are several ways 





of growing a thousand pounds of wool. One is to use much land 

with little labor, and another is to use little land with much labor. 

Which is the more economical will depend upon the relative cheap- 

ness of land and labor. If labor costs the farmer in Mr. Hobson’s 

illustration a dollar and a quarter a day, his interests as an “ economic 

| man” might require him to employ oniy nine men; but if he can 
get his men for a dollar a day, it might be more economical for him 
to hire ten men. In either case the problem would be: Will ten 
men produce enough more than nine men to pay the tenth man’s 
wages? 

There is probably no farm now employing nine men upon which 
ten men would not produce more than the nine are producing, and 
it would be a rare farm indeed where the addition of this tenth man 
would add one-ninth to the existing product. Whatever the tenth 
man adds would represent his value to the farmer. There may be 
objections to calling this amount the “ specific product” of the tenth 
man—that is a matter of words; but there can be no objection to 
saying that this amount is the maximum amount which the farmer, 
as an “economic man,” can afford to pay for the labor of the tenth 
man. 

After all is said, it becomes increasingly evident that the next 
stage in the development of economic theory must be concerned with 

i the theory of production. One vital part of this new theory of pro- 
duction must be a closer analysis of the law of diminishing returns 
and its derivative, the law of marginal productivity. In the opinion 
of the present writer, if Mr. Hobson had made this analysis, he would 
have written a different article from the one under consideration. 


T. N. CARVER. " 
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THE LAW OF THE CONCENTRATION OF PROPERTY 


The latest contribution of Dr. Worms to the literature on eco- 
nomics‘ is both remarkable and pertinent. He is a conservative 
economist. He emphasizes strongly existing property rights and the 
individualistic régime. He will have nothing to do with socialistic 
levelings. Because of this conservatism his views have a greater 
right to be considered. In the first part of his work, reviewed in 
this Journal, September, 1901, Dr. Worms formulates the law of the 
concentration of property. Through the law of economic exchange 
and price formation there will, in the unrestrained individualistic 
economy, take place a continual concentration of wealth in two direc- 
tions: (a) from the smaller possession of goods to the larger — and 
this will be the more intense as the concrete possession of goods is 
larger; (c) from the buyer of monopoly goods to the monopolist. 
The concentration of wealth in these two directions is a general eco- 
nomic phenomenon, an economic law ; the law of the concentration of 
property. 

The salient feature of the existing economy or Wirtschaft is the 
buying and selling of goods—exchanges. It is an institution of 
property rights manifesting itself in business. As long as the indi- 
vidual can take part in this process of exchanges — that is, to buy 
and sell, sell and buy —he is an efficient member-of the Wirtschaft. 
But as Dr. Worms has pointed out, there is a natural or economic 
law underlying this institution that, when unrestricted, makes the 
struggle of those who have but little property against those who have 
more, an unequal one, and the tendency is for those who are com- 
paratively poor to become poorer and poorer. In a general sense, the 
poor still are in the economic world, as long as they are able to buy 
and produce, but to be really identified with the economically efficient 
class, one must possess property. In this class Wirtschaft in the 
technical sense is found. 

Where Wirtschaft in the technical sense exists provisions must have been 
made for the wants of the individual, not only for the time being, but also 
during a protracted period, in case his labor power should voluntarily or 
involuntarily stop for some time. In such case he would not lack what was 


*Das Gesetz der Giiterconcentration in der individualistischen Rechts- und 
Wirtschaftsordnung. By Dr. Stephen Worms. (Zweiter Halbband: Die Aufgaben 
der Socialpolitik gegeniiber den Gruppen ohne Wirtschaft.) Jena: Gustav 
Fischer, 1903. 8vo, pp. viii + 239-483. 
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formerly necessary for his comfort. From this specific conception of Wirt- 
schaft is derived the conception of the Wirtschaftslosen, in the technical sense, 
which includes those who have a Wirtschaft in a general sense, and thus have 
not only an expense account, but also earnings; but no Wirtschaft in the tech- 
nical sense. (Pp. 248, 249.) 


In the socio-economic body these two classes, the Wirtschaftliche 
and the Wirtschaftslose, correspond to the propertied or business 
class, and the laborers. The distinction between the two is that the 
former is engaged in the exchanges of goods for goods, while the 
latter has no other commodity to sell than his labor power. Dr. 
Worntss states : 

By the propertyless (Wirtschaftslosen) we mean all productive individuals 
who through the influence of the law of the concentration of goods are able 
only by the exchange of their labor power for material goods to satisfy their 
most pressing present needs and those of the nearest future that have the 
highest intensity; but who are not able to make provisions for their needs in a 
coming period. (P. 249.) 


To Dr. Worms it appears that it is a logical necessity to find a 
remedy for or a force to counteract this law of concentration and to 
restore to power those economically dependent. He seeks this rem- 
edy in Socialpolitik—a term which, with many apologies, we will 
translate with “ sociology.” 

Sociology, in the economic sense of the term, is that economico-political 
tendency which endeavors to limit the concentration of wealth, in so far as this, 
on the one hand, endangers and annihilates the economic existence of those 
having less wealth, and, on the other hand, makes it impossible for those that 
have already lost their economic position again to attain one. (P. 239.) 


This tendency is, of course, a conscious one. 

The propertyless are divided into three groups: those who can- 
not work; those who can work, but are out of employment; those 
who work, but do not receive a sufficient income to tide them over 
periods of sickness, loss of work, and old age. 

We will pass the chapter dealing with those unable to work. For 
the idle laborers, the second group of the propertyless, the question 
is how to find work. The solution of this problem should be facili- 
tated by the establishment of national employment bureaus or labor 
exchanges. The author devotes eighty pages to the discussion of 
this question, and for comprehensiveness and completeness it leaves 
little to be desired. Evidently this phase of the question appears very 
important to the author. In America there was at one time a great 
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popular demand for free labor exchanges — state or national — and 
many of them still exist. But it does not appear that they have been 
very useful. Skilled labor has its own means of spreading intelli- 
gence. The long distances in America make it difficult for unskilled 
labor to take advantage of the temporary openings that may be 
found in various parts of the country. The system of free transpor- 
tation that Dr. Worms outlines can hardly be adopted in a country 
where the railroads are owned by private interests. The possibilities 
for such reforms as the author suggests are no doubt greater in a 
European country than in America. But even in Germany there is 
in operation in one large field of employment —the industrial —a 
process that will largely decrease the demand for skilled labor. The 
problem of adjusting the demand for skilled labor to the supply, as 
well as of using cheaper labor, is everywhere compelling the employer 
to adapt machinery to technically untrained but intelligent labor. 
When the requirement of labor is not so much technical skill as 
general proficiency, it can turn with greater ease from one occupation 
to another, and its field of employment grows larger. 

However well the information of the demand and supply of labor 
is distributed and the means of adjustment given, there is liable to be 
found a surplus of the unemployed. To these it is the duty of the 
government to give work. The reduction of the hours of labor will 
not cause the absorption of these in industry, because the intensity 
of the work will increase as the duration decreases. For this state- 
ment the author finds ample proof. 

The most striking part of Dr. Worms’s discussion is his treatment 
of the third group of the propertyless, the laborers with employment. 
These are the Wirtschaftslose in the true sense. They have some eco- 
nomic power—they can buy and produce. Their labor power will enable 
them to secure the satisfaction of their present needs, but not a suffi- 
cient income to provide for their whole life. To attain economic 
self-sufficiency, the individual “ must be able to make provision, not 
only for the satisfaction of his own needs, but for those of every 
member of his economic unit” (the family), and that also until those 
dependent on him are able to carry their own economic burdens ; that 
is, until the economic generation is completed. It is the failure of 
the laboring class as a whole to do this —a failure due to inexorable 
economic law —that compels the interference of the state, guided 
by the principles of socialpolitik. These principles the author pro- 
ceeds to lay down, and we are indebted to him for the careful reason- 
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ing upon which he bases them. The methods of supplementary 
support that have already been tried —insurance against accidents 
and sickness, old-age pensions—are considered historically and 
analytically, and the distribution of their burdens discussed. The 
novelty of his method of treatment will excuse a summary of his 
position. 

In the first volume of his work he differed from the English 
school of economists in making distribution or exchange the key to 
the science, instead of production. In this he approaches more closely 
the point of view of modern business. As a result of the operation 
of the law of the concentration of property, Dr. Worms finds that the 
laboring class cannot enter into the normal economic or, we should 
say, business activity; it has fallen below the Wirtschaft. 

What this class cannot attain in complete self-support, enlightened 
society must supplement in some form or other. This supplementary 
income is not poor-relief or charity. 

Neither the true sociological standard nor other forms of supplementary 
support must be considered as poor-relief, . . . . it is a socio-economic com- 
pensation for their [der Wirtschaftslosen] participation in production for 
which the individualistic-economic wage has not been sufficient to make 
possible an economy of their own. (P. 411.) 


The private employer is not held responsible for this failure, it is 
due to underlying economic law. 

That Dr. Worms should have come to this conclusion about the 
duty of sociology may be in part due to the close proximity of the 
German and Austrian laboring classes to the “iron law of wages.” 
They are too close to it to possess the intelligence and working 
capacity that higher standards have given the working classes of 
other countries. As an offset to natural economic law, there presents 
itself to the well-ordered German mind the effectiveness of govern- 
ment. But will the government follow the advice of sociology and 
tax the propertied classes a part of the value that economic law has 
given them, in order to supplement the deficiency in the income of 
the laborers? The modern historical method of looking upon govern- 
ment as closely allied to the dominant classes in society will prevent 
a strong trust in the ability of government to wrest from the power- 
ful business classes the gains that economic law has given and state 
law confirmed. 

This matter of the probability of political reform may not be a 
valid cause for criticism of the book. But it suggests one. In his 
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whole discussion of the improvement of the economic conditions of 
the laborers Dr. Worms has never mentioned any movement that has - 
originated with the laboring class itself. If the evils of economic 
law must be overcome by conscious effort, why should not such 
effort originate within the class afflicted by the evil? The efforts of 
trades unions to raise wages and improve the conditions of work — 
efforts which in most countries have proved quite effective as far 
as skilled labor is concerned — have not been mentioned. It may be 
that the symmetry of the work as a whole relegates its discussion to 
a later time. But it would have contributed a sense of confidence that 
there exist in society dynamics for social reform. Dr. Worms makes 
reforms so desirable that one likes to see the springs start to move it. 


S. G. LINDHOLM. 
New York. 
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Economic Essays. By CHARLES FRANKLIN DunBaR. Edited by 
O. M. W. Spracut. New York: The Macmillan Co., 


1904. 8vo, pp. xvii + 372. 
There could be no better example to us of the value of thorough- 
ness and finish than this collection of essays. Although put forth 
from time to time in a busy life, their quality and form are such as 
to secure permanence in economic literature. A perfected thing lives 
long after the author has left us. 

Especially valuable for all time will be Professor Dunbar’s short 
résumé of the growth of “Economic Science in America” from 
1776 to 1876. On this period he has left nothing to be said. Unfor- 
tunately, the history closes just as economic study in this country 
was beginning to show activity and progress. His calm and judicial 
review of the twenty-five years following 1876 would have been 
valuable indeed, if he had written it. But we are not wholly unen- 
lightened as to his judgment on the progress of political economy in 
this latter period. In his study on “ The Reaction in Political Econ- 
omy” we have the wise, penetrating, intellectual, logical economist 
at his best, when adjudicating the contentions which for a time 
divided American economists into groups. It is the soundest and 
ablest piece of economic writing ever produced in our country. His 
treatment of method, /aissez faire, and the place of ethics in economics 
is masterly and final. No one can safely dispute his conclusions. 

The other papers disclose to us how far he had carried his long- 
cherished plans for adding to economic literature. No other man was 
as well fitted as he to write the financial history of the United States. 
Not only had he followed the questions of taxation, but his grasp of 
banking and monetary history and principles made his preparation 
for the task unique. It was characteristic of him that he found a 
truth in the eccentric confusion of McLeod’s writing, and so adopted 
it as practically to reorganize the statement of the principles of bank- 
ing. In his clear exposition of the identity of the note and deposit 
as currency he made a revolution in our treatment of banking. It is 
this contribution which explains the real value of another study in 
272 
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this volume, “Deposits as Currency,” which must have a lasting 
influence on monetary discussions in America. The master-hand, 
indeed, is always conspicuous. 

As an exhibition of scholarly thoroughness and of exact and 
correct English, the paper on the Bank of Venice is to be commended 
to every young student of our day. (He was engaged on this sub- 
ject during his stay in Florence.) No economic writer of my 
acquaintance ever disclosed so well as did Professor Dunbar the 
importance of relative emphasis as the test of insight and maturity. 
Neither did he use triphammers to crack eggshells, nor did he ever 
dodge the central and pivotal issues in a difficult quest for the truth. 

Quite apart from the importance of these contributions to the 
history and principles of economics, we must set especial value on 
these essays as examples to all economists, young or old, of a judicial 
attitude, of a rarely equaled sense of form and proportion both in his 
thinking and in the expression of it in English, and of the necessary 
separation —if truth is to be obtained—of emotion from reason 
(cf. pp. 48, 49). 

J. Laurence LAUGHLIN. 


Money: A Study of the Medium of Exchange. By Davip 
Kintey. New York: The Macmillan Co., 1904. 12mo, 
PP. 415. 

Professor Kinley’s book may be looked upon as an exposition of 
monetary theory from the point of view of the orthodox economists. 
Its most conspicuous merit is an openness of mind which permits the 
writer to see and to admit the force of objections to the received doc- 
trines, together with a saneness of judgment which prevents him 
from allowing any theory to drive him into the advocacy of practical 
measures that public opinion has been taught by the experience of 
the past decade to condemn as mischievous. The book, however, has 
the defects of its qualities. No aspect of the problem appears to have 
been so thoroughly thought out as to make it impossible for the 
writer to express on one page views which are inconsistent with the 
truth of principles which are recognized as valid on previous pages. 
He recognizes, for example, the force of the objection made to the 
Aristotelian account of the origin of money still current among the 
economists. “The first use of money,” he says with truth and 
emphasis, “did not arise from any agreement among men” (p. 17). 
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This, however, does not hinder him from referring to the standard 
substance elsewhere as “the selected commodity,” nor from ignoring 
all the important practical consequences which flow from the concep- 
tion of its natural evolution. In the same way (p. 168) he recognizes 
the truth that, under modern conditions, the product of the gold 
mines finds its way into the world’s business through the banks, and 
that thus, as he says, the first effect of an increased supply of gold 
“is to stimulate discounts and to cause the expansion of business 
done on credit. The result, of course, is to increase the supply of 
goods offered for gold, and therefore to raise the price of gold ;”’ that 
is to say, in other words, to make the prices of commodities fall. 
That, however, does not hinder him from taking for granted, on 
every second page throughout his chapters on the value of money and 
the measurement of variations in its purchasing power, the unim- 
paired validity of the older view that every increase in money, 
whether it is real money or inconvertible paper, will necessarily be 
accompanied with “a rise in the price level.” 

When we turn to his chapter on “ Bimetallism,” we find him, as 
we might expect, in theory with the bimetallists, while in practice he 
is with the monometallists. Indeed, some of the best chapters in the 
book are those in which he endeavors to show that bimetallism would 
not confer on the world the advantages that have been claimed for it, 
and that the results of gold monometallism are, when all is said and 
done, fairly in accord with substantial justice. At the same time, he 
is of opinion that if international bimetallism were once brought 
about, there is every reason to believe that it would be successful in 
maintaining a fixed ratio between gold and silver (pp. 298 and 301). 
This opinion is undoubtedly a common one. There does not appear, 
however, to be the smallest vestige of foundation for it. Obviously, 
something much more than an agreement between most or, indeed, 
all of the nations of the world on the question would be necessary to 
achieve this end. It would further be necessary, at any rate, that 
everyone should be able to feel satisfied that the agreement was an 
immutable one —a condition which at once puts it outside the range 
of things possible. No power, indeed, short of that of the Supreme 
Being could establish international bimetallism. Let us suppose the 
agreement once in force and successful, say, for six months. Its 
first effect would be an immense increase in the production of silver, 
and, as a result of this, every exchange in the world would soon be 


Cf. The Evolution of Modern Money, by the present writer, pp. 298-301. 
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flooded with rumors that this or that nation was about to break away 
from the agreement. A premium on gold would be the inevitable 
consequence, and there would be the end of bimetallism. To concede 
six months’ success to the project is, however, to concede far too 
much. The great banking interests would certainly not wait for such 
rumors as those referred to, but would, at once, let their customers 
know that money advanced by them would have to be repaid in gold. 
It is not, in truth, Downing Street or the Capitol that rules in such 
matters, but Wall Street and Lombard Street. 

Far too much, again, is conceded by the writer to the bimetallist 
claim that the adoption of a fixed ratio between gold and silver would 
increase the volume of money, and would thus diminish fluctuations 
in what is called “the price level.” The whole theory that affirms 
such a result as certain or likely to supervene is based on false 
analogies. In practice, as we know well, whenever bimetallism has 
even distantly loomed on the horizon, the volume of money, instead 
of increasing, has at once shrunk portentously, and panic has per- 
vaded all the markets. In the marvelous evolution of our monetary 
system this is what is found to have taken place. As soon as one man 
has given to another a documentary right, on demand, to the gold 
that is in his possession, this right itself becomes a perfect substitute 
for the gold, and the chances are then a hundred to one that the 
second man will never ask the first for his gold at all. The volume 
of money thus under the credit system, can swell almost without 
limit, or, at any rate, within enormously wide limits. All this, how- 
ever, is, of course, always dependent on the maintenance of the 
absolute indefeasibility of these rights to gold. As soon as we begin 
to talk of passing laws which would make them liable to be dis- 
charged by payments in silver, or in anything else than gold, their 
utility and with it their value is necessarily at once impaired, and the 
plain result follows that no one can then be satisfied with payment 
in anything but actual gold. Im such circumstances the whole 
mighty addition to the volume of money that the credit system creates 
forthwith collapses. 

There are two or three radical misconceptions which underlie the 
whole theory which forms the basis of bimetallism, as well, indeed, 
as of most of the other doctrines with regard to money which Pro- 
fessor Kinley has adopted with too little hesitation from the classical 
economists. One, and perhaps the most important, is the miscon- 
ception that it is coined money that alone or mainly affects prices. 
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Mill, indeed, in one interesting passage recognizes very emphatically 
that this is not so, though elsewhere, no doubt, he deals with the 
question of money and prices on the assumption that it is so. It is 
quite plain that if a man is bidding, say, in an auction-room, his bids, 
so long as they are accepted, will send up prices just as effectually 
whether he pays in gold, in checks, or by a book credit with the 
auctioneer. Credit thus clearly tells on prices quite as effectually as 
coin. But what again is behind credit? Not coined money only, but 
every form of measurable wealth as well, in as far as it is actual and 
unmistakable wealth to a given amount, and is thus convertible into 
gold at any moment at market rates. It does not seem to have 
occurred to those among the bimetallists who talk of bimetallism at 
the present market ratio, and sometimes even of ratios shifting with 
the market price, that, in that sense, they have bimetallism already. 
Anyone who has 1,000 ounces of silver in his possession, worth say 
$0.60 an ounce, has, by virtue of it, purchasing power almost imme- 
diately available to the amount of nearly, if not quite, $600. Bimetal- 
lism at the market ratio would give him little, if anything, more. 
He has, of course, trimetallism and quadrumetallism as well. The 
general volume of his purchasing power is swollen by every one of 
his assets in proportion to their amount as modified by their liquidity. 
It is this fact, indeed —the fact that purchases made by means of the 
organized barter of the credit system affect prices just as much as 
purchases made by means of coined money — that effectively refutes 
the quantitative theory, that makes it so impossible to trace the 
effects of fluctuations of the quantity of gold in the world at various 
periods on the prices of commodities. For every case in which these 
prices were said to have been lowered after 1873 by the “ appreciation 
of gold,” Mr. Wells and Mr. Atkinson were able to show perfectly 
adequate causes for the alteration to a lower level in the changed con- 
ditions of production and transport, without taking the “ appreciation 
of gold”’ into account at all. Their explanations, indeed, left abso- 
lutely no room for the exercise of any causal action on its part. If 
then; in such circumstances, we continue to assert that it still existed, 
we have, at any rate, to recognize that the form of existence which it 
possessed was one that, like that of the gods of Epicurus, must be 
regarded as divorced from all suspicion of causality in connection 
with mundane affairs. 

With regard to the concluding chapters of the work, those on 
convertible and inconvertible paper, in which the writer follows, in a 
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general way, the lead of Mr. Horace White, there is little but praise 
to be accorded. They are characterized throughout by common- 
sense and by sound views. 


WILLIAM WarRAND CARLILE. 
ByFLEET, SURREY, 
England. 


Poverty. By Ropert Hunter. New York: The Macmillan Co., 
1904. 8vo, pp. ix + 382. wk 

There is much in Mr. Hunter’s book at which the scholar will 
cavil. It is a natural temptation for an author upon social subjects 
to dress his writings in a scholarly garb and find in statistics the con- 
firmation of his personal observations. The material of this kind at 
Mr. Hunter’s disposal is very scanty and of a very local nature, but he 
succumbs to the temptation to parade it. And this not always suc- 
cessfully. When the author estimates the number of workmen in a 
typical factory state that fall below the poverty line, he finds the aver- 
age rate of wages from the U. S. census of 1900. According to the 
census, the income of 11 per cent. of male workers over sixteen years 
of age in a prominent industry cannot be more than $300 a year. 
Even this low average is cut down by nearly a fourth when the author 
uses the results of an investigation of average non-employment made 
by the state census. Mr. Hunter sets the poverty line at a family 
income of $460, and finds the results in this particular case very 
deplorable. If one, however, takes the family income as a unit, it 
may be possible that the combined individual earnings of $225 will 
bring the family income up to, if not above, the $460 which the 
author estimates as barely sufficient to keep a family of five above 
actual poverty. Mr. Hunter himself has no high opinion of the 
value of past censuses for furnishing data elucidating the problem of 
poverty, and many statisticians have even a lower one. It would 
have been better to omit all reference to statistics that can leave only 
a shaking confidence, when they are forced to interpret conditions 
with which they do not directly deal. It may be that tables and 
schedules borrowed from whatever sources they may be found give 
the appearance of the authority of print. But they do not convince 
the skeptic, and they leave the impression upon others that some- 
thing has been done to investigate the problem of poverty in America, 
when no one knows better than Mr. Hunter that nothing serious has 
been undertaken in that line. 
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It is the story of personal experiences, which the author tells with 
feeling and power, that gives this book its value. It is the strong plea 
that there is a problem of poverty in this country, and that the prob- 
lem is large enough and grave enough to demand the most serious 
attention of both scholars and the public, that is going to impress 
itself upon the reader. The author has done more than to call 
attention to the problem. He has defined it in adequate terms. His 
distinction between the two classes of poor and paupers not only 
relegates to its proper sphere our literature on charity, but shows 
how closely connected with our whole system of industry is the 
problem of poverty. 

[The poor] are struggling fiercely against want. Day after day, year after 
year, they toil with marvelous persistency and perseverance. Obnoxious as the 
simile is, they work from day until nightfall, or from sunset until dawn, like 
galley slaves under the sting of want Heavy, brooding men, tired, 
anxious women, thinly dressed, unkempt little girls, and frail, joyless little 

The wages are so low that the men alone often cannot support 
their families, and mothers with babies toil in order to add to the income. 
They give up all thought of a joyful living, probably in the hope that by 
tremendous exertion they can overcome their poverty, but they gain while at 
work only enough to keep their bodies alive. (Pp. 323-25.) 

The next step is contented pauperism. 

The feeling that the problem of poverty confines itself to the prob- 
lem of how to deal with and feed the vagrant and the pauper, or to 
assist “the deserving poor,” admits a great deal of comfort because 
of the opportunity it gives to some of our best virtues. We even point 
with justifiable pride, in our most advanced communities, to societies 
of organized charities. The author does his best to deprive us of this 
feeling. He does not deny that poverty often comes as the result of 
individual weakness. He has been too long in active connection with 
charity work not to realize that fact. But he points out how 
inextricably poverty is interwoven with all social and economic insti- 
tutions. The field of poverty includes nearly the whole of our 
unskilled working population. 

As a matter of fact, it would be useless to deny or ignore the fact that 
much of our poverty is directly due to a whole series of economic disorders 
which seem actually to make waste of human life necessary. And, so far as 
poverty is a result of such deeply seated and fundamental economic disorders, 
due either to the method by which industry is organized or the present 
ownership of the means and materials of production, it will, in all probability, 
find a solution only through struggles between the workers and capitalists. 


(P. 331.) 
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Nor is the outlook bright for any improvement on present 
methods. The author points out several agencies tending to thrust 
the class hovering above the poverty line, below it. He gives a chap- 
ter to the sick, in which he includes accidents in, and unsanitary 
condition of, many gainful occupations, when no provision is made 
to relieve the stress upon the families afflicted ; and the prevalence of 
tuberculosis among the poor. The child —its small chance of life 
and fair development, and as a competitor of the parent in industry — 
is given a strong chapter. The treatment of the immigrant is 
thoughtful and deserves careful consideration. As many of the 
author’s views on the immigration question are speculative, and deal 
with things that might have been, if other things were not as they are, 
there is room in this chapter for dissenting opinions. 

The author has faced a grave problem resolutely. He has stated 
it in clear terms. He has shown that poverty is more than accidental 
— is a corrollary of existing institutions. He has gathered together 
the best and most intelligent thought upon the subject. He may be 
bordering upon the sentimental at times— which is forgivable; he 
may be twisting ropes of the sand of statistics, and venture theories 
that he himself may in time desert ; but he has written a book which 
ought to make a deep impression upon the thinking public. Mr. 
Hunter’s book is a landmark in the American literature upon the 
subject. 


S. G. LinpDHOLM. 
New York. 


Mass and Class: A Study of Social Divisions. By W. J. GHENT. 
New York: The Macmillan Co., 1904. 8vo, pp. ix + 260. 


In October, 1902, Mr. Ghent published Our Benevolent Feudal- 
ism. In this book he examined certain prominent phases of contem- 
porary social development—the combination of capital, the rdle 
played by business magnates, the economic position of farmers and 
wage-earners, the trend of social legislation, and the attitude toward 
social problems of the bench, the press, and the pulpit. This exam- 
ination led him to the conclusion that American society is gradually 
assuming a feudal form. In the feudalism of the future, Mr. Ghent 
prophesied that the possessors of great wealth will take the place of 
the ancient barons, and wage-earners the place of villeins; the pro- 
fessional classes will become virtually dependents upon and sup- 
porters of the barons, the active managers of production will become 
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their salaried stewards, and various places in an elaborately graded 
system of status will be found for the rest of the population. 

This book was well written and enjoyed such popularity as to 
require a third edition within six months of the issue of the first. For 
this edition Mr. Ghent wrote a preface in which he explained that, 
despite “an occasional touch of satire,’ the book was “serious ;” 
that it pushed “ home to its natural and logical outcome the develop- 
ment of the tendencies of today.” But, he added, “there is a possible 
alternative outcome,” about which nothing was said in the book, 
“because it was expected that a perspicacious reading public would 
be led to it unerringly and without assistance.” This alternative out- 
come is the “assertion of the,democratic spirit and will, the conquest 
of the baronial régime, and the transformation of the industrial sys- 
tem into that of a co-operative commonwealth,” It is with this 
“possible alternative outcome ” that Mr. Ghent’s new book, Mass and 
Class, deals. In it the author seeks 
to analyze the social mass into its component classes; to describe these classes, 
not as they may be imagined in some projected benevolent feudalism, but as 
they are to be found here and now in the industrial life of the nation; and to 
indicate the current of social progress which, in spite of the blindness of the 
workers, the rapacity of the masters, and the subservience of the retainers, 
makes ever for an ultimate social justice. 


Mr. Ghent begins the program thus stated in his preface by 
expounding the doctrine of the economic interpretation of history. 
Though not the sole factor in determining human actions, he holds 
that the “economic element is the chief determining factor.” This 
doctrine furnishes the key by which he thinks it possible, not only to 
“translate the cryptic records of the past,” but also to make “ plain 
the process and the pathway of future progress.” In the second 
chapter he ranges the doctrine of the class-struggle by the side of that 
of economic interpretation. “Only by a thorough recognition of the 
character and causes of class divisions,” he says, “can the material 
factors compelling those divisions be abolished, and the ground be 
prepared for a complete and abiding social unity.” 

Accordingly, Mr. Ghent proceeds to study the classes that make 
up present society. He defines an economic class as “an aggregate 
of persons whose occupation has the same bearing on the supply of 
things wanted by mankind, and who in that occupation sustain the 
same relations toward other persons.” Of such classes he recognizes 


six among “those persons who are directly concerned with produc- 
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tion, distribution, exchange, and service ;” viz.: (1) proletarians or 
wage-earning producers, including foremen, clerks, inventors, and 
experts in applied science; (2) self-employing producers — in the 
main, land-holding farmers and handicraftsmen; (3) social servants, 
including professional men, employees of public institutions, etc. ; 
(4) traders, including two subclasses, (a) manufacturers and dealers 
in commodities, (b) financiers; (5) idle capitalists; (6) retainers — 
“those various sorts of persons who are directly responsible to the 
traders and capitalists, and whose occupations consist in contributing 
to their comfort or their interests,” including lawyers, clerks in finan- 
cial establishments, domestics, politicians, etc. 

By applying the economic interpretation to this analysis of social 
classes, Mr. Ghent next essays to explain the divergent notions that 
hold sway in the minds of our contemporaries concerning right and 
wrong in economic matters. His general thesis is that “the para- 
mount economic interest of a class . . . . becomes the basis of the 
conscience of the individual composing that class.” From this 
point of view he discusses at length the “ethic” of the first, second, 
and fourth of his classes—the producers on the one hand, and the 
traders on the other. “Among producers,” he says, “two funda- 
mental moral convictions have arisen and gained general acceptance.” 
They are the “ethic of usefulness ””— that is, “the conviction that 
work of social value is the only title to income ’’ — and the “ ethic of 
fellowship,’ —that is, “the conviction of the duty of friendly asso- 
ciation and collective effort for mutual benefit.” Out of these two 
convictions “slowly arises a concept of a moral law of economic 
solidarity,” which “demands that all men shall be useful workers, 
that no man shall take any advantage at the expense of another, and 
that all such useful workers shall stand together for the welfare of 
all.” He admits that the conscience of the wage-earning producer 
sometimes sanctions acts which are harmful to other members of 
society; but as the champion of the producers he replies that the 
occasional lawlessness of strikers can be matched by such organized 
trading-class lawlessness as bribery. Turning to the traders, Mr. 
Ghent finds that the “ supreme ethic” of this class is that of contract. 
It is an ethic of two parts —“a conviction of the right to make any 
bargain which the other party can be induced to agree to, and a con- 
viction of the duty of keeping the agreement when made.” With 
this is combined “the ethic of the sacredness of private possessions,” 
and the “ ethic of ‘ free’ labor,” that is, “ labor so servile and helpless 
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that it must needs accept employment at any wage and under any 
conditions.” These convictions justify the trader to his own mind in 
getting “all that he can make” as an income. But the producers are 
led by their ethic of usefulness to regard profits and high salaries 
“partly as earned wages of superintendence, but in larger part as 
exploitation,” and interest, rent, and dividends as incomes “ unearned, 
wrongfully apportioned, and wrongfully held.” 

While trading-class ethics includes the conviction of keeping 
bargains when made, Mr. Ghent points out that it does not exclude 
the systematic practice of deception in making bargains. To the con- 
genial task of piling up evidence of the practice of deception in 
business, he devotes two chapters, entitled “The Reign of Graft.” 
Adulteration of goods of all sorts, the sale of fraudulent patent 
medicines, the “fake” instalment trade, the “loan-shark graft,” dis- 
honest corporation methods, corrupt alliances between business and 
politics, etc., come in for notices of varying degrees of thoroughness. 
But Mr. Ghent’s zeal does not prevent him from giving the traders 
whatever degree of comfort they may derive from an economic inter- 
pretation of their corruption. Men graft, he explains, “not because 
they are innately dishonest,” but because their conduct is determined 
chiefly by the prevailing mode of production and distribution, and 
because the mode prevailing at present makes “ grafting” profitable. 
Under a competitive individualist régime men must strive to get an 
advantage over their fellows. Fraud is one means to this end. Since 
it is to their interest as individuals, traders do not condemn it as 
wrong. 

From this study Mr. Ghent draws certain conclusions about the 
probable economic organization of the future. Their drift is indi- 
cated by the title of his final chapter, “ The Failure of the Trading 
Class.” For three-quarters of a century, he says, the traders have 
been the rulers of the civilized world. To them has been intrusted the 
task of organizing and directing the economic activities of the 
nations. This great trust they have administered but ill, because their 
instinct for individual profit has prevented them from comprehending 
their social functions as captains of industry. Their sense of indi- 
vidual obligation has often been strong, but their sense of social 
obligation has been weak. Hence they have failed to organize the 
work of the world on a rational system to make it meet the world’s 
wants. Consequently, another class is gradually arraying itself 
against them. This class is a “union of all men whom the burden 
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and pressure of the trading-class régime force to like action in the 
assertion of their economic claims, and in whom is awakened a com- 
mon hope of a reorganization of society and a determination to 
achieve it.” Meanwhile the emergence from among the traders 
themselves of a small group of highly efficient executives, who are 
now reorganizing the industrial system on a broader scale, is paving 
the way for a more facile transfer of economic authority from the 
hands of individuals to the hands of society. This transfer will pro- 
duce the co-operative commonwealth. It will come when “ the social- 
minded mass . . . . shall become wholly conscious of its mission.” 

This brief synopsis of Mass and Class show that the discussion 
is too wide in scope to be dealt with adequately within the limits of a 
brief review. One suggestion and one criticism may, however, be 
made. The suggestion is that the reader interested in the line of 
problems treated by Mr. Ghent read his book together with Pro- 
fessor Veblen’s Theory of Business Enterprise, published one month 
earlier. A striking similarty will be found in the sort of topics 
treated and in the sort of conclusions’ which the writers think them- 
selves justified in drawing. This similarity will prove especially 
enlightening to those who feel that work of the type that Ghent and 
Veblen have been doing is based on sheer imagination rather than 
upon observation and reason. At the same time, the differences 
between the two books will help more effectively than any comments 
that could be compressed into a review to form a just appreciation of 
the strength and weakness of Mass and Class. 

The one criticism offered concerns a fundamental point — Mr. 
Ghent’s failure to grasp the full meaning of the doctrine of economic 
interpretation on which he professes to base his whole discussion. 
His conception of the doctrine is perhaps best exemplified by the 
proposition on which his treatment of class ethics is founded: “The 
paramount economic interest of a class . . . . becomes the basis of 
the conscience of the individuals comprising that class.” Economic 
interpretation means more than that a man’s thinking is colored by 
his interests. More important in the long run is the fact that man’s 
thinking has been in the past and is today developed primarily by his 
economic activities. A discussion of class ethics, or any other phase 
of mental development, ought accordingly to lay not less emphasis on 
the influence of diversity of habitual economic activities than on the 
influence of diversity of economic interests. Now and then Mr. 
Ghent writes a sentence that suggests a fuller comprehension of the 
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facts; for example, the statement on p. 74 that “individuals of like 
tasks and interests” develop common characteristics and react “in 
like ways to the same stimuli.” But the tone of the discussion as a 
whole shows that Mr. Ghent does not appreciate the full meaning of 
such phrases. Attention is called to this point because Mr. Ghent’s 
failure is of a kind frequently found in economists who are suffi- 
ciently modern to appreciate the necessity of studying the cultural 
consequences of economic factors, but not sufficiently modern to 
appreciate the necessity of a thorough psychological equipment for 
the work. Discriminating readers will notice that Professor Veblen 
has a much more thorough understanding of such problems than Mr. 
Ghent. Wes ey C. MITCHELL. 


UNIVERSITY OF CALIFORNIA. 


Modern Industrialism: An Outline of the Industrial Organization 
as Seen in the History, Industry and Problems of England, 
the United States and Germany. By Frank L. McVey. 
(“ Appleton’s Business Series.”) New York: D. Appleton 
& Co., 1904. Illustrated, Svo, pp. 300. 

The difficulty of making a survey of modern industrialism in a 
single small volume lies, of course, in deciding what of the super- 


abundant material to use and what to reject. Accordingly, such a 
book must be judged primarily by the manner in which this task of 
selection has been performed in its preparation. Professor McVey 
explains in his preface the plan he has followed. It is to trace the 
history of modern industrialism “in its essentials only,” and with 
reference to but three countries — England, the United States, and 
Germany. 

The survey is divided into three parts. Part I, “ History,” gives 
in 86 pages a sketch of the economic development of the three coun- 
tries named, chiefly during the nineteenth century. The purpose of 
this sketch is to show how the diverse physical, political, and social 
conditions of a nation affect its economic development. Part II, 
“Industry,” covers 105 pages and deals with the way in which the 
work of the world is at present organized. Combination of labor and 
capital, and the form of commercial and financial institutions, are 
treated, as well as the organization of extractive industries, trans- 
portation, and manufactures. The lesson of these chapters is sum- 
marized by Professor McVey in the single sentence: “ Industry is 
complicated.” Part III, “ Administration” (94 pages), discusses 
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“the problems that come to view in the brief history of the three 
nations and the short description of industry.” A more descriptive 
title would be “ The Relation of Government and Industry.” Gov- 
ernment interference, government regulation, and government 
ownership are each accorded a separate chapter. The concluding 
sentences give the writer’s point of view: 

In England a better industrial organization is needed; in America a more 
efficient political organization and the subordination of the industrial to it; 
and in Germany a more widely developed industrial organization and larger 
political and social functions for the people In the United States it is 
clearly demonstrated that we must have stronger political institutions, a sense 
of duty, and a more enlightened public opinion, before we can talk about the 
enlargement of duties and functions of the state in the management and con- 
duct of industry. 

It is a common lament among teachers of economics that their 
beginning students are not sufficiently acquainted with the facts of 
economic life to read their textbooks on economic theory with 
intelligent appreciation. Professor McVey’s little book put into the 
hands of an elementary class would be a valuable aid in surmounting 
this difficulty. The sprinkling of maps and pictures fit it the better 
for such use. But it must be added that the frequency of slovenly 
sentences in the book may embarrass the teacher who endeavors to 
cultivate in his students the habit of clear and correct expression. 


W. C. M. 


Handbook of Commercial Geography. By Grorce G. CHISHOLM. 
Fourth corrected edition. London: Longmans, Green & Co., 
1903. 8vo, pp. xlvi + 639. 

The Geography of Commerce: A Text Book. By SPENCER 
Trotter. (“ Macmillan’s Commercial Series.”) New 
York: The Macmillan Co., 1903. 8vo, pp. xxiv + 410. 

Commercial Geography: A Book for High Schools, Commercial 
Courses and Business Colleges. By JAcguEs W. Repway. 
New York: Charles Scribner’s Sons, 1903. 8vo, pp xiv--+ 
406. 

A Short Commercial Geography. By LioneL W. Lypre. London: 
A. & C. Black, 1903. 12mo, pp. viii + 288. 

That four textbooks on commercial geography should appear 
almost simultaneously is good evidence of the interest in this some- 
what inchoate subject. That the earliest English work on commer- 
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cial geography, of which one of the above-mentioned books is a new 
edition, should remain, as the author of The Geography of Commerce 
frankly admits, the best treatise on the subject, is an indication that 
the past fifteen years have added more to the publishers’ list of texts 
than they have to the scholar’s armamentarium. 

Everyone is so familiar with the merits of Chisholm’s work that 
it suffices here to say that the new edition is not merely revised so as 
to bring the statistics down to date, but it has been increased in size 
by nearly a third, and contains a number of most satisfactory dia- 
grams and a valuable introductory chapter on the commercial 
development of England which were not found in the earlier editions. 

Despite the excellencies which make Chisholm an indispensable 
handbook, it is, evidently, not well suited for a textbook in an 
American secondary school or college. The author’s point of view 
is in itself an obstacle, in that it gives a different proportion to things 
British from that which would be selected by an American. The two 
new books designed for American students are therefore by no means 
superfluous. Each of these covers the same ground, and the differ- 
ence in the phraseology of the titles does not indicate any attempt to 
differentiate in subject-matter. Each contains, though with some- 
what different arrangement, sections dealing with the general rela- 
tions of geography and commerce, others describing the materials 
of commerce, and still others treating of the regional geography of 
the commercial countries. The most marked difference in arrange- 
ment is that Redway segregates the description of the raw products, 
while Trotter gives the general facts regarding the world’s produc- 
tion of a given commodity in the section devoted to the country which 
is the leading source of the commodity. Thus, for instance, maps 
and statistics of the world’s crop of tea and coffee are given by 
Trotter in the chapters on “The Chinese Empire” and “ Brazil” 
respectively, while in Redway they are both included in a chapter on 
“ Beverages and Medicinal Substances.” Each book is bountifully 
supplied with excellent illustrations, and with numerous maps and 
diagrams. Of the latter, those furnished by Trotter are more 
valuable, as many of them represent the statistics through a series of 
years, while Redway shows the less significant figures for a single 
year. Each book also contains questions for discussion, and refer- 
ences. The questions propounded by Trotter seem more pertinent 
and more suggestive, while the references are not only more numer- 
ous, but are given with greater accuracy and in a more serviceable 
form. 
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Lyde’s Shert Commercial Geography is in marked contrast to the 
other books here noticed, as it is to any of its predecessors. It is not 
only bare of illustrations, diagrams, and statistical tables, but is 
almost entirely free from purely statistical information. For 
instance, the chapter on commodities has no figures of quantities pro- 
duced, save in the single case of coal. The arrangement of the text is 
also peculiar. No narrative description of the various countries is 
given, the subject-matter being presented altogether in syllabus 
form. The merits of the book will be apparent to one who examines 
it at all carefully. More consistently than is the case with the rival 
American works, Lyde maintains the view-point of commercial geog- 
raphy; that is, of exhibiting the causal relation between the geo- 
graphical environment and the economic development of the several 
countries. He omits, therefore, much unrelated geographical infor- 
mation, on the one hand, and, on the other hand, eschews almost 
entirely the statistical facts of commerce. The book is professedly 
more of an outline to be used in connection with outside maps and 
statistical manuals, and less of a treatise. That this possesses some 
advantages is to be admitted even by those who might claim that the 
arid form of the book will prove deterrent to the younger pupils. It 
is, however, a question whether a school text needS to be made into a 


picture-book, or whether the purely extrinsic interest derived from 
the exterior view of a gold mill, unrelated as it is to the text, will 
serve to vivify the dry bones of statistics. 

Henry Ranp HatFIiecp. 


UNIVERSITY OF CALIFORNIA. 


Facts and Figures: The Basis of Economic Science. By EDwarpD 
ATKINSON. Boston: Houghton, Mifflin & Co., 1904. 8vo, 
pp. x + 202. 

Mr. Atkinson has collected in a volume, under the title just given 
above, four essays and addresses which deal with some questions 
uppermost in the public mind. These are called: “A True Policy of 
Protection ;” “The Tendency to Individualism Rather than Col- 
lectivism in the Manufacturing and All Other Arts;” “ An Address 
to the American Free Trade League on the Hundredth Anniversary 
of Richard Cobden’s Birth;” and “ The Cost of War and Warfare.” 
The spirit of investigation, discriminating statement, and subject- 
matter found in this table of contents are very much more uniform 





288 JOURNAL OF POLITICAL ECONOMY 


than would be suggested by this enumeration, so that the book 
possesses unity. 

In the first essay, which was read before the Boston Chamber of 

Commerce in May of last year, Mr. Atkinson puts forward a plan 
upon which the protectionist and free-trader can meet, and calls it 
reciprocity, but a reciprocity materially different from that usually 
considered under that name. This is a reciprocity, not secured by 
bargaining and concession, but by the reduction of the tariff on one 
side from which a wider trade will result. It is in effect the open door 
to an exchange of the products of the United States for the products of 
Canada, [which] need not rest upon any bargain or treaty between the two 
nations; each one may take off its taxes for its own benefit at the same time or 
at different times. To the extent or measure by which these taxes are removed 
will be the reciprocal benefit — that is, the benefit to both parties. 
This statement, quoted from the author, forms the thesis of the essay. 
After a clear presentment of the argument for such action, the author 
asks who stands in the way of reciprocity of this kind. He finds 
these to be the persons who believe in the beneficial influences of the 
tariff. This argument is disposed of by showing the small number 
of persons actually benefited. This number the author places at 
600,000, which is not far from the result reached by Mr. H. J. 
Davenport in the September, 1897, number of this Journal. 

Contrary to the opinion generally prevailing, the statement that 
the last census indicates a tendency toward individualism is discussed 
and maintained in the second essay. Not only is there a shifting in 
the proportion of persons employed in the different industries, but a 
tendency toward increasing number and proportion of small work- 
shops under individual control, together with an increasing number 
of small fortunes in the hands of a relatively larger number of per- 
sons. The argument is based upon figures which show 
in the small workshop —the individual industries—a very small capital in 
proportion to the amount of the work done, the highest rates of wages, and 
the largest product as compared to any of the collective branches of work. 
New stratas of society are constantly brought into existence, with the 
result that more skilled workers are required to carry on the higher 
grades of work. Even the movement from the field to the town is 
regarded from the same point of view, for, in the words of the author, 
this movement 
is not wholly due to the same influences by which the forces of the great 
factories are lessened relatively year by year—a lessening number of high- 
grade men and women compass the increased product at a lessened cost. 
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In fact, with each stage in the development of tools, as distinguished 
from machinery, there comes a call upon individualism that is clearly 
seen in the increasing number of shops, high-grade men, and 
increased earnings. And this movement toward individualism would 
be more potent if certain influences did not stand in its way, among 
which is found the protective tariff. 

The address upon Cobden follows, much of which is already con- 
tained in the two previous essays. 

The famous essay on the “Cost of War and Warfare” — made 
so by the action of the government in taking the copies sent to the 
Philippines from the mails—closes the volume. In brief, the 
material of this part of the book presents figures showing the expen- 
ditures of the government from 1898 up to date, due to war and 
over-sea expansion, as $1,200,000,000. This is the equivalent of a 
tax of $200 on every family in the United States —a heavy price to 
pay for any advantages secured in over-sea possessions. In making 
the estimates, Mr. Atkinson has reduced the ordinary expenses to a 
per-capita basis. This he calls $5. All sums over this amount he 
regards as expenditures due to the expansion. Thus the annual per- 
capita expenditures under McKinley and Roosevelt were $6.61, mak- 
ing an annual difference of $1.61 per capita to be accounted for. 
With additions and some modifications in the averages, entirely 
justified, Mr. Atkinson concludes that the 


criminal aggression upon the people of the Philippine Islands, which a weak 
administration brought upon the country, will have cost the taxpayers to 
June, 1903, $920,000,000 — a sum slightly larger than the entire bonded debt of 
the United States, bearing interest, now outstanding. 


Certain objections might be made against these estimates; as 
(1) that the expenses of government increase faster than population ; 
(2) that the expenses of the navy would have been incurred regard- 
less of the expansion; (3) this also applies in some degree to the 
army; (4) that part of the expenditures of the department of war 
are for roads and improvements; (5) that expenditures include the 
payments on the Spanish treaty, the Panama Canal, and on appropria- 
tions for irrigation, etc. Whether these deductions should be allowed 
does not alter the contention that a vast sum of money has been spent 
whose burden, falling upon the people at the time of high prices, is 
a serious matter, worthy of deep and careful consideration. 
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The book contains a great deal of suggestive material and has 
a real value for the student engaged in the study of statistical matter. 
Frank L. McVey. 


UNIVERSITY OF MINNESOTA. 


Canada and the Empire: An Examination of Trade Preferences. 
By Epwin S. Montacu and Bron Hersert. With a Pref- 
ace by the Rt. Hon. THE Eart or Rosesery, K.G. Lon- 
don: P. S. King & Son, 1904, 16mo, pp. xviii + 198. 

This little book contains chapters on Canadian conditions, Canada 
and the United States, the Canadian view of English politics, results 
of preferential tariffs, and what Britain might do. It is written by 
two young Englishmen who spent a year in Canada for the purpose 
of studying the general Canadian attitude toward Chamberlain’s 
scheme of preferential tariffs. They went to Canada “convinced, at 
least so far as England was concerned, that free trade and freedom to 
choose markets is the best policy [and] found nothing across 
the Atlantic to shake our [their] belief in the evils of protection.” 
They also satisfied themselves “ that in the best interests of the empire 
the policy of protection and preference is inexpedient and danger- 
ous.” This is a common attitude of English writers. While the book 
is not one of permanent value, it gives us an interesting and fairly 
impartial view of the subjects treated. About one-third of the book 
consists of an appendix, most of which is taken up with a considera- 
tion of “some Canadian opinions.” 


GeorGe Mycatt Fisk. 
University oF ILLINOIS. 


A History of Two Reciprocity Treaties. By CHALFANT RoBIN- 
son. New Haven: Tuttle, Morehouse & Taylor Press, 
1904. 8vo, pp. 220. 

Beyond the fact of a widespread and increasing current interest in 
reciprocity as a means for the revision of the tariff and the extension 
of trade, there is but small justification for the appearance of the 
present volume. The author has examined in considerable detail the 
economic and political forces leading to the negotiation and the sub- 
sequent history of the Canadian and Hawaiian treaties, has indicated 
the political significance of the two conventions, and has carefully 
worked out the effect of their operation upon trade and industry, but 
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in doing all this he has made no new contribution to the subject. The 
book, however, is accurate and conveniently arranged, the discussion 
of each treaty being followed by a brief bibliography and an appendix 
of statistical and documentary material. At the same time, a ten- 
dency is exhibited in many places to incorporate picturesque descrip- 
tive matter, which makes very entertaining reading, but does not add 
to the scientific value of the work. The closing chapter of the volume 
is the reprint of an article upon the treaty-making power of the 
House of Representatives, originally published by the author in the 
Yale Review of August, 1903. The appendix to the Hawaiian treaty 
also contains a short discussion of economic conditions in the 
Hawaiian Islands at the time of their discovery by Captain Cook. 


W. Jett Laucx. 
Tue UNIvERSITY OF CHICAGO. 


A History of the Commercial and Financial Relations between 
England and Ireland from the Period of the Restoration. 
By Auice Errige Murray. London: P. S. King & Son, 
1903. 8vo, pp. xvii + 486. 


This book is the result of Miss Murray’s work as a research stu- 
dent in the London School of Economics, where, as Mr. Hewins 
informs us in a brief preface which he contributes, she was one of the 
first two to obtain the doctorate. The importance of the subject of 
her investigations is out of all proportion to the attention that has 
been previously devoted to it. There is hardly any field of economic 
history about which less is known than about that of Ireland; and 
yet, as Miss Murray makes clear, the prostrate condition of that 
unhappy island during the past century and its unsettled political 
relations with England were in large measure the result of economic 
forces that were set in motion in the seventeenth century. Nor has 
Ireland been the only sufferer under these forces; England likewise, 
both directly and indirectly, has felt the baneful effects of her own 
fatuous policy. Indeed, every blow aimed at the prosperity of Ireland 
recoiled with a swiftness and sureness that are startling. The most 
shrewdly contrived laws enacted to foster the industry and commerce 
of the stronger country at the expense of the weaker brought nothing 
but disaster to both. Lord Melbourne once said of an Irish measure 
—it was the Catholic Emancipation Act, if we remember rightly, 
but it applies to many others — that when it was under discussion all 
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the wise men were on one side, and all the fools on the other, and all 
the fools were right. The English statecraft that blasted the welfare 
of a conquered neighbor was overwise; Nemesis stalked in the 
shadow of Nike, and England has paid dearly for the false concep- 
tion of her own best interests. 

Miss Murray aims to show, without the prejudice that destroys 
the value of most writings on Ireland, how their commercial and 
financial relations 
have powerfully reacted on the history of the two countries and on their 
political life; to explain how the commercial policy of England affected the 
economic condition of Ireland, and by throwing the mass of the people on the 
land aggravated the later agrarian troubles; to set forth how this same com- 
mercial policy, combined with the penal laws, caused a grievous deterioration 
of the national character, to which even the present poverty and backwardness 
of Ireland may be traced. 


She begins with the period of the Restoration, because a new phase 
of English commercial policy began then. Until that time Irish 
resources had been little developed, and contempt rather than good- 
will had restrained England from imposing commercial restrictions ; 
but circumstances were altered by Ireland’s recovery and rapid 
progress during the peace of the Commonwealth. 

The first hostile measure was the Cattle Act of 1663, supple- 
mented by that of 1666. This was adopted mainly for political and 
personal reasons, among which hatred of the Duke of Ormonde seems 
to have been uppermost. It prohibited the import of Irish cattle to 
England, thus stopping the chief source of Irish wealth. The results 
of it were unforeseen. It forced the Irish into the trade in provisions, 
hides, and tallow, so that they became strong competitors abroad with 
the English provision merchants; it caused a rapid growth of Irish 
shipping ; it materially lessened the import of English goods; and, 
most important of all, it encouraged sheep-raising and the export of 
wool to England; and when the price of wool fell with increasing 
supplies, it promoted the growth of the Irish manufacture of woolens. 
This growth was further assisted by cheap labor and low taxes, and 
there was actually some immigration of English skill and capital. 
Alarmed at the prospect, the government of England in 1699 abso- 
lutely prohibited the export of Irish woolens abroad, while maintain- 
ing a prohibitory duty on them in England. In consequence, many 
manufacturers emigrated to the continent; Irish wool was smuggled 
abroad; and a strong impetus was thus given to the industry in 
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foreign countries. Subsequent acts suppressed the manufacture of 
cotton, glass, silk, beer, and other things, while the attempt to foster 
the production of linen was of little avail till after 1750. By this 
industrial policy England fatally crippled the Protestant interest, and 
lost the opportunity to make of Ireland a loyal, Protestant state. 

In the meantime the Navigation Act fell heavily on the merchant 
marine. Ireland’s shipping decreased until it sufficed for no more 
than one-eighth of her trade. Agriculture was backward, and pastur- 
age increased at the expense of tillage. This was due partly to lack: 
of skill and capital, partly to the penal laws which caused a wide- 
spread feeling of insecurity and prevented Catholic farmers from 
taking up, profitable tenures, and partly to the import of bounty-fed 
English corn which discouraged the idea of producing it for the home 
market. On the whole, till the middle of the eighteenth century the 
people were reduced to extreme poverty. After that date the growth 
of the linen industry did something to ameliorate their condition. 

The chapters describing financial relations are not as clear nor as 
thorough as those dealing with commercial affairs. Indeed, the 
author does little more than confirm what we already knew, and 
describe in some detail the corruption that prevailed in the adminis- 
tration of the revenues. Her claim that through the military estab- 
lishment amt pension list Ireland materially contributed to the 
expansion ot the empire can hardly be allowed. By her own account 
such abuses prevailed in both that the evil seems to have outweighed 
the good. 

The author agrees with Dr. Cunningham in believing that Eng- 
land’s policy toward Ireland was not dictated by malignancy. The 
Whig government feared that a rich and prosperous Ireland wouid 
endanger English liberties by increasing the power of the crown. To 
this was added the belief that for purposes of defense England’s 
resources were to be fostered even to the detriment of her neighbor. 
The former reason was more potent in the seventeenth, the latter in 
the eighteenth, century. Throughout the period, hatred of Catholi- 
cism counteracted the sympathy that might have been felt in England 
for the suffering caused by repressive legislation. The repeal of this 
legislation was due to neither good-will nor enlightened conception of 
national interests. Every concession by which the rigor of the old 
system was ameliorated was wrung by grinding necessity from an 
unwilling Parliament. 

In the latter half of the eighteenth century Protestants and 
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Catholics were almost equally alienated from England ; their common 
sufferings drew them together into opposition, and a sentiment of 
Irish nationality began to awaken. Natives of both religions joined 
in the agitation for free trade that grew out of the unprecedented 
distress caused by the American war. Until this time the Irish 
Parliament had been merely an institution for registering the edicts 
of the English Privy Council; it now became, under the leadership 
of the celebrated Grattan, an agency for propagating the doctrine of 
economic and political independence. On the failure of Pitt’s plan to 
afford relief, due to the opposition of the English manufacturing 
towns, the agitation became violent. It was feared that the volunteer 
companies formed for defense against French invasion might take 
the same course as the American militia. Even the English manu- 
facturers were brought to terms by non-importation associations. 
Under these circumstances the more oppressive restrictions were 
repealed in 1779 and 1780. But the freedom of trade did little to 
remedy the distress at a time when England was at war with most of 
the world. Moreover, Ireland felt that the concession must be pre- 
carious, as long as it might be withdrawn at the will of the English 
Parliament. The agitation was continued, therefore, with legislative 
independence as its object. The result was that the fusion govern- 
ment under Fox repealed the notorious act of 6 Geo. I and in 
January, 1783, the British Parliament explicitly renounced all legal 
and judicial supremacy over Ireland. 

The author, in our opinion, somewhat exaggerates the prosperity 
of Ireland following the acquisition of independence. But she cannot 
exaggerate the disastrous economic results of the Act of Union. She 
points out that the two islands were too unequal in economic condition 
for the same commercial system to benefit both. Ireland lost the 
chance to develop her infant industries by protection. She was totally 
unprepared for free trade at the time that for England it was the 
most enlightened policy to pursue. She had no capital to take 
advantage of the new machinery and processes, and therefore she fell 
relatively farther behind in industrial development. 

The author surveys briefly the slow transition to better things in 
the nineteenth century, and reaches the conclusion that the worst is 
past. The encouragement of agriculture, rural industries, co- 
operation, and the recent Land Act promise well, so that in fore- 
casting the future her tone is decidedly optimistic. 

THomas WALKER PAGE. 

University OF CALIFORNIA. 
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Municipal Trade: The Advantages and Disadvantages Resulting 
from the Substitution of Representative Bodies for Private 
Proprietors in the Management of Industrial Undertakings. 
By Leonarp Darwin. New York: E. P. Dutton & Co., 
1903. 8vo, pp. xxiv + 464. 

The Common Sense of Municipal Trading. By BERNARD SHAW. 
Westminster: Archibald Constable & Co., 1904. 12mo, 
pp. 120. 


Here are presented two discussions of the same politico-economic 
problem, alike in the exhibition of a rare charm and delightful style, 
and in occasional agreement in conclusions drawn from the applica- 
tion of theories presented, and unlike in everything else. ‘They are so 
unlike, in fact, that to place their names in such close juxtaposition 
seems almost the perpetration of an undignified joke. 

They are unlike in the public to which they are addressed. Major 
Darwin speaks to those “ who do not admit the practicability of any 
great or sudden socialistic revolution, but who are nevertheless 
anxious to consider every socialistic proposal separately on its own 
merits ” (p. 284), and writes in order to bring about what he hopes 
may be a saner and sounder attitude of mind on the part of the 
British public with reference to the rapidly increasing body of enter- 
prises undertaken, owned, and managed by the governing bodies of 
British localities. 

Mr. Shaw speaks straight to the British voter “on the eve of the 
London County election, at which municipal trading is one of the two 
important questions to be determined.” 

The two writers are unlike in point of view. Major Darwin is 
still a believer in the advantages of the present individualistic basis of 
economic organization, but, admitting its cruelty, injustice, and waste 
(p. 286), he is willing to accept so much of the socialistic program as 
can justify itself on economic, social, or political grounds. For the 
purpose of learning which can so justify themselves, he scrutinizes, 
from each of these points of view, those enterprises which have been 
taken over by the public, and those which it has been seriously pro- 
posed to take over. He concludes that the more competitive the 
enterprise, the more disadvantageous will be the result of public 
management; but when a service is monopolistic in character and 
social in purpose, or frought with possibility of danger to the public 
health and comfort, it should be taken over and managed by the 
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public authorities. “The domestic water supply, markets, public 
baths, slaughter-houses, and cemeteries had better not be in private 
hands.” Other undertakings subject to the law of increasing returns 
and tending to become monopolistic, and so needing more or less 
control, and seemingly suited to public management — the supply of 
gas and electric light, and transportation facilities—bhe still holds 
better in the hands of private enterprise. The substance of the 
argument is that the burden of proof is on those who favor the public 
control and they have not proved their case. 

Mr. Shaw finds the proper limitation of municipal trading not so 
much in the nature of the undertaking as in the extent of the demand 
for the product. 

The demand .... must be sufficiently extensive and constant to keep 
the necessary plant fully employed (p. 12) All such public business of 
sufficient magnitude to keep the necessary plant working full time until it has 
paid for itself, can, when it is purely local, be done more cheaply by municipal 
than by private enterprise (p. 16). 


As to the success of the municipal housing schemes, Mr. Shaw 
and Major Darwin agree that they have failed to accomplish the pur- 
pose to which they were directed. At no point would their views be 
more thoroughly opposed, however, than in the reasons each would 
give for the fact of failure. 

They likewise take issue on the question of the proper use for 
such profits to issue from municipal undertakings. Major Darwin 
would have them applied to the reduction of the taxpayers’ burden ; 
Mr. Shaw sees for such enterprise no other aim than “to provide 
public services at cost prices” (p. 86). 

Major Darwin urges the necessity of reform in methods of 
municipal bookkeeping, in order that the exact condition of their 
finances and the true effect of their operations may be more accurately 
and frankly exhibited. Mr. Shaw urges that, when their financial 
conditions are known, their value may be estimated, not as isolated 
phenomena in comparison with private industrial undertakings, but 
in connection with burdens placed upon the taxpayer as the result of 
the capitalistic organization of industry, and with the services ren- 
dered by these public operations which cannot be estimated in 
shillings and pence. 

The American reader cannot lay aside these two discussions with- 
out realizing how fundamentally the problem which presents itself 
to the British voter differs now from that which is offered in our 
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cities. The supineness and inactivity of municipal authorities may 
furnish Major Darwin with argument in favor of private enterprise, 
and may exasperate Mr. Shaw, whose belief in the ultimate benefi- 
ciencies of public activity is fused with a keenly humorous apprecia- 
tion of human frailty; but neither takes into consideration the 
possibility of corruption in the civil service which stares in the face 
and appals the student of American civic life. “A man who behaves 
himself and does his work has nothing to fear in public employment, 
his income and position are permanently assured” (Shaw, p. 10), 
could not be written of our civil service. The question is, of course, 
finally one of politics, to be settled in accord with the interests of the 
entire community. Major Darwin presents the considerations affect- 
ing those members of the community who have; Mr. Shaw prin- 
cipally thinks of those who have not. Both see that many activities 
of an industrial character must be pursued by the community in its 
corporate capacity. The question is rather where to draw the line. 
For both, and for the American student of civic affairs, the line is 
clearly to be drawn so as to include an honest civil service. 


S. P. BRECKINRIDGE. 
Tue UNIVERSITY OF CHICAGO. 


Out of Work: A Study of Employment Agencies, Their Treat- 
ment of the Unemployed and Their Influence upon Homes 
and Business. By Frances A. KEttor. Published for the 
Inter-Municipal Committee on Household Research. New 
York: G. P. Putnam’s Sons, 1904. 12mo, pp. vii + 292. 

“Give a man a comfortable income and vou solve for him all the 
questions, except perhaps the servant question.” In this statement 

Mr. Shaw implies that there is one question well-nigh insoluble. An 

encouraging fact to be noticed in connection with the question which 

is not even answered by the possession of a comfortable income is 
that it is now being attacked, not only with serious realization of the 
need for a remedy because of the universal discomfort experienced 
by both mistress and maid; but with the recognition of its economic 
importance and of its close interdependence with other phases of the 
labor question. It is consequently coming to be understood that upon 
this problem, too, must be brought to bear expert methods of investi- 
gation and research, as well as generous desire for social amelioration. 

It would be difficult to find any other relationships so uncertain 
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and vague in its character. It is supposed to be a relation based on 
contract ; but the commentators on the law class it always under the 
law of persons, with those of husband and wife, parent and child, 
guardian and ward — clearly relations of status. 

The terms of the contract are rarely formulated, and its interpreta- 
tion is infrequently sought cf the courts, since the nature of the service 
would prevent its being enforced in terms, and the pecuniary weak- 
ness of the employee makes it impossible for her to go into court and 
prevents her being brought in as defendant in an action for damages. 
The facts, too, are very difficult to obtain. Nowhere are the econo- 
mies of the household more jealously guarded than in connection 
with the housing and treatment of the employees; and if the condi- 
tions of her life are such as to humiliate her, the maid will not 
willingly admit the fact to outsiders. 

The investigator seems forced, then, to make use of the employ- 
ment agencies in order to obtain bodies of fact great enough to 
promise reliable conclusions. For investigations of this character 
Miss Kellor is peculiarly fitted, and the result of her investigations as 
shown in this volume can only arouse interest and stimulate inquiry. 
The topics she treats on the basis of an investigation of 834 employ- 
ment agencies are: business conditions and methods, responsibility 
for immorality and vice, office hardships, new movements, and 
remedies. A number of states have enacted legislation attempting 
to control these agencies for the purpose of protecting both employer 
and employee against fraud, and the employee against the temptations 
of criminal suggestion. It may be that out of such investigations as 
these undertaken by the Inter-Municipal League may come proposi- 
tions for more effective control of the agencies, and intelligent, 
practicable schemes for legislation regulating and interpreting the 
labor contract itself. ae. Be 


Modern Socialism. By R. C. K. Ensor. London: Imported by 
Charles Scribner’s Sons, 1904. 8vo, pp. xxxvii + 388. 

This volume is in the main a compilation. The original contribu- 
tion of the editor is embodied in an introduction, in which he makes 
a brief review of the socialist movement as it appears in various 
European countries at the present time. The author of the introduc- 
tion disclaims any purpose to trace the history of socialism, or even to 
present all phases of socialistic thought. His emphasis is on political 
socialism of today. He is not concerned with the “ picturesque 
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crudities ” of past socialistic theory, but with socialism as “a faith 
whose part in politics was never so great as it is today nor ever 
seemed surer of an important future.” 

As may be inferred from this quotation, his treatment of the sub- 
ject is very sympathetic, and the tone of the work suggests a propo- 
gandist motive. 

Continental countries are classified into those which have repre- 
sentative democratic governments and those which have not; while 
Belgium, Holland, and Sweden have governments which are parlia- 
mentary, but not democratically representative and constitute a third 
class. Manifestly, the position of the socialists in countries where the 
more democratic institutions prevail is different from that held by 
members of the “ faith” under governments which are not directly 
amenable to their influence. 

The main portion of the book consists of articles or addresses by 
sixteen prominent socialists representing different phases of their 
doctrine and of their relations to government. Most of these writers 
are contemporary, though Marx has a place. By this plan the creed 
is presented in fairly compact and convenient form, while the writers 
chosen are such as give to the presentation the stamp of authority. 
The socialists indeed have their day in court. Ten chapters are given 
to the reprint of as many programs, constitutions, and election 
addresses of organized bodies. 

The final chapter is taken from the novel M. Bergeret a Paris, by 
Anatole France, where the novelist points to a bright future when, 
“after selfishness and greed have toiled for centuries,” the wealth 
of the world has become common to all mankind —a state of society 
in which collectivism will have fully supplanted private property in 
the means of production. 

Murray S. WILDMAN. 


Women in the Printing Trades: A Sociological Study. Edited by 
J. Ramsay MacDona.p. London: P. S. King & Son, 1904. 
8vo, pp. xii + 296. ; 

It must be a great satisfaction to all who are interested in the 
problem — for such it must be called — of the gainful occupation of 
women, to find any phase of it treated in such a thoroughgoing 
scientific way as is the work of women in the printing trades in the 
volume under review. For the subject of the employment of women 
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outside of the home is one on which every tyro who is interested in 
social problems, feels himself competent to express an opinion, and 
one on which we have grown accustomed to hearing large generaliza- 
tions baséd on insufficient and unreliable data. The plan of the 
Women’s Industrial Council, of making “an inquiry into women’s 
labor in every trade of any importance,” is one so much to be com- 
mended, and the present volume, the first step in the fulfilment of that 
plan, promises so much for the value of the undertaking as a whole 
that it is earnestly to be hoped that the necessary funds will be forth- 
coming to carry it on. As Mrs. Fawcett long ago pointed out, the 
proposition, “equal wages for equal work,” is not so simple as it 
seems; and while it may express an ideal, it is an ideal that can be 
achieved only when the economic conditions of men’s work and 
women’s work are the same ; and it is only by scientific investigations 
like this that we can discover the facts relating to those conditions. 
We had in this country a most promising beginning of such a study 
in Mrs. Willett’s very scholarly treatment of Women in the Clothing 
Trades, but, so far as we know, no similar investigations followed it. 

With reference to the present volume two leading questions 
should perhaps be asked: (1) What light does it throw on the 
condition of women in the trades investigated? (2) How far does 
this go toward solving the further and larger problem connected with 
the presence of women in the industrial world as a whole? That is, 
do the conditions in these trades tell us at all why women’s wages are 
lower than men’s; or whether women are inferior as workers to men; 
or what becomes of the workingwoman after marriage — is she likely 
to continue her work, and, if she does, are wages likely to suffer? 

So far as the first question goes, it need only be said that the 
information furnished is interesting, reliable, and adequate. With 
regard to the second question, there is much— particularly in the 
chapters on “ Women’s Work and Organization,” “ Men and Women 
as Workers,” “ Industrial Training,” “ Married and Unmarried,” and 
“Women and Machinery,” that adds to our knowledge of wage- 
earning women in general. 

On the whole, the tone of these chapters is very pessimistic toward 
women’s work. We are told in many different connections of their 
lack of skill and ambition; that they have gone into the branches of 
the trade which are scorned by men and boys because the chances of 
rising are nil (p.15) ; that they are lukewarm trade-unionists, because 
they “do not take that strenuous interest in their labor conditions 
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which is essential to successful organization [and because they] 
. assume that wages are fixed, and that any effort to alter them 
by organization will be doomed to failure” (p. 43); they are so 
“ lethargic that they are largely governed by use and wont” (p. 52.) ; 
and they have a “ pessimistic and listless view that whatever is, is 
fixed.” It is said that 
the condition of the woman is not stirred by the possibility of material employ- 
ment as the reward of skill and industry. When responsible places become 
vacant, it is sometimes difficult to get women to consent to fill them. They 
seem to have little of that divine discontent which is the mainspring of 
progress (p. 65). 


We are told further that women have not gone beyond the “ simple 
mechanical processes, and have shown little interest in complete 
series of industrial processes” (p. 67); in short, that the woman 
wage-earner “has preferred to remain incompetent” (p. 65). 

All this, and much more of the same tenor which could be quoted, 
might be extremely depressing to those who have high hopes of the 
future for women in the industrial world; but when one comes to 
look for causes, it is not so easy to find any real ground for dis- 
couragement. For in seeking an explanation, one is forced to the 
conclusion that these causes are likely to disappear wholly when we 
have that longed-for “ readjustment of traditional modes of thought” 
toward the employment of women; and, with this change in the 
attitude of the community toward her work, the woman wage-earner 
will be found to be as energetic, ambitious, and competent as the man. 

Of course, these objections to women’s work are by no means 
new nor are they confined to England or to the printing trades. To 
realize how widespread they are, we have only to recall the com- 
paratively recent decision of the Granger Roads that all of the women 
on their pay rolls ought to be dismissed because they wanted in their 
under-positions employees who could be promoted. 

The testimony which should be most emphasized as explanatory 
is to the effect (1) that women’s wages “on the whole, but with 
important exceptions, ... . appear to be supplementary” (p. 203) ; 
and (2) that women generally leave these trades after marriage, and 
the age in the workrooms appear to be mainly between eighteen and 
twenty-three (p. 102); or, as one investigator put it, “the general 
reputation of women as workers, especially their liability to marry 
and leave, must permanently handicap the most efficient in search of 
employment” (p. 66, the italics are added). Surely it is worth 
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while to raise the question whether, if the woman wage-earner is ever 
encouraged — and it seems reasonable to hope that she sometime may 
be —to feel (1) that it is as incumbent upon her as upon her brother 
to be self-supporting and to regard her wages as wages and not as 
supplementary earnings ; and (2) that her work is to be a permanent 
occupation and not a “meanwhile” employment—-that all of the 
disadvantages her employers and her co-workers among the men are 
so ready to charge up against her may not disappear. 

In this connection what is said of the work of married women is 
especially interesting: “ What little influence the married woman 
has on wages seems to be to raise and not to lower them; that is the 
unanimous opinion of the forewomen in London, and they know 
best” (p. 106). The reasons for this are the greater independence of 
the women after marriage, and the fact that she is then better able 
“to appreciate the relations between wages and living expenses ; and 
when she returns to the workshop, it is as a worker who accepts the 
life of the wage-earner as a final fact and not as an interval between 
school and marriage” (p. 107). The same thing is true of the widow: 
“She seems to regard herself as a permanent worker” (p. 108). 
This, then, seems to be the pivotal point, that not until she “accepts 
the life of the wage-earner as a final fact” can the woman worker be 


expected to attain that industrial efficiency which is the concomitant 
of high wages. When this time comes, we may hope to have an end 
of such testimony as is given here. In one London firm “the idea 
of paying women at the same rate as men struck them as ridiculous. 
‘They would never be worth as much because they stay such a little 


999 


time. (Appendix II, p. 148.) 

The contrast that one investigator draws between the middle-class 
woman and the wage-earning woman of the lower classes is very 
interesting. “The progressive young woman, eager to show that she 
is man’s equal and can do man’s work, seems to be a product of the 
middle classes” (p. 65). The explanation of this difference is at 
hand, for, since only 50 per cent. of the women of the middle class, 
and practically 100 per cent. of the wage-earning classes, marry, 
then the chief obstacle toward the woman’s taking her work as a 
permanent thing looms just half as large in the path of the woman of 
the middle class as in that of the wage-earning woman. 

While the general attitude of the investigators seems to be that 
the objections to women’s work must be more or less permanent, and 
that “the exceptional woman will always have to bear the burden of 
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the average woman,” there is, we believe, another side to the question. 
Certainly some of the reasons given for the failure of women to con- 
tinue their work after marriage—e. g., “the sense of feminine 
respectability,” and the opposition of employers on the ground of 
principle— that husbands should support their wives— may some 
time be changed. It may also be questioned whether too much is not 
made of the difference between men’s work and women’s work; and 
whether, though Mr. and Mrs. Webb also incline to this opinion, we 
should accept without question the dictum that “when all false 
emphasis and exaggeration have been removed, a considerable 
residuum or difference [between men’s work and women’s work] 
must remain” (p. 64). 

Of very great interest, too, is the chapter on legislation, in which 
the testimony seems to be very generally in favor of the restrictions 
which the factory acts have placed upon the labor of women. While 
this is in line with current public opinion in this country as well 
as in England, we cannot help feeling that it is difficult for those 
who ask for the largest possible freedom for women in the industrial 
world on the one hand, to justify their demand for special protective 
legislation on the other. 

On the whole, the book is extremely valuable as a scientific con- 
tribution to the study of an important subject, and is thoroughly 
interesting and readable all the way through from Professor Edge- 
worth’s commendatory preface to the final chapter on wages—a 
chapter so remarkable, from the point of view of statistical method, 
that it could have been done only by an expert like Mr. Bowley. 

EpitH ABBOTT. 

Tue UNIVERSITY oF CHICAGO 


Kinderarbeit und gesetzlicher Kinderschutz in Oesterreich. By 
SIEGMUND Kraus, Leipzig: Franz Deuticke, 1904. 8vo, 
pp. vi-+ 199. 

Mr. Siegmund Kraus, teacher at Hohe Warte, a school for the 
blind at Vienna, in his interesting studies has endeavored to familiar- 
ize his countrymen with the need for better legislation for the pro- 
tection of children of school age. His book is a protest against the 
hard, if not barbaric, practice of subjecting children to endless 
manual labor before they are bodily and mentally fit to stand the 
strain without lasting injury. The surveillance exercised by the 
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imperial government is said to be superficial, and the statistics on 
child labor, as furnished by the Imperial Statistical Central Commis- 
sion, unreliable and altogether misleading. 

Members of the Teachers’ Society of Vienna in 1897 conducted 
an investigation in that city for the purpose of ascertaining the social 
and moral conditions surrounding their pupils. The result convinced 
them that the data on child labor, as furnished by the organs of the 
government, could not be harmonized with actual facts, and that the 
conditions were simply appalling. 

For the year 1900 the government had ordered a school census to 
be taken, and the central organization of teachers decided, in conjunc- 
tion with this, to make a separate investigation along the lines fol- 
lowed by the Vienna teachers in 1897. To all teachers, and other 
persons signifying their readiness to assist, special question blanks 
were furnished, and the results of the investigation form part of the 
author’s book. 

The results were better than hoped for, says Mr. Kraus. Returns 
were made for 786 schools with 127,624 children. It was shown that 
25.7 per cent. of these, or a total of 32,786 children, had been engaged 
at some gainful occupation. For Lower Austria alone the following 
data have been compiled: Schools reporting, 498; children, 80,859 ; 


of these there were employed in gainful occupations 23,016, or 28.5 
per cent. Engaged in industrial occupations were 2,383 children, or 
2.9 per cent.; agricultural and herding of cattle, 15,679 children, or 
18.7 per cent.; domestic service and taking care of little children, 
2,646, or 3.3 per cent.; other occupations, 2,308, or 2.8 per cent. In 
age these children ranged as follows: 


Less than eight years or 4.3 per cent. 
PROS GEE WO GER PORIB 6. onc ccicc ce cccgecs 2,609, or II.3 per cent. 
Between ten and twelve years............ 4,219, or 18.3 per cent. 
Over twelve years , OF 41.1 per cent. 
ic chan scoddenbececedionsa 5,746, or 25.0 per cent. 


From Bohemia reports were received from 172 schools with 
29,066 children, of whom 6,316, or 21.7 per cent., were employed, as 
follows: in industrial occupations, 2,257, or 7.8 per cent; agricul- 
tural, 1,577, or 5.4 per cent.; cattle-herding, 486, or 1.6 per cent. ; 
domestic service and taking care of children, 990, or 3.4 per cent. ; 
other occupations, 100, or 3.5 per cent. Classed according to age 
there were: 
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496, or 7.8 per cent less than eight years 
1,316, or 20.8 per cent from eight to ten years 
1,972, Or 31.3 per cent from ten to twelve years 

over twelve years 
For 499 children no age had been given. 


The Imperial Central Commission of Statistics for the corre- 
sponding year has furnished the following data: There were found 
employed in the Austrian empire 154,791, or 4.8 per cent. of all chil- 
dren of school age; of these, 51,781, or 1.6 per cent., in industrial, 
and 103,010 in agricultural occupations. For Lower Austria, 9,930 
children, or 2.6 per cent., were reported as employed in industrial, 
and 14,554, or 3.8 per cent., in agricultural occupations. Bohemia 
had 23,139 children, or 2.4 per cent., employed in industrial, and 
31,778, or 3.3 per cent., in agricultural work. 

Much space has been devoted by the author to the gradual 
development of child-labor legislation in the monarchy, making men- 
tion of the fact that a uniform enforcement is much hampered by the 
difference in the school-age limits in various parts of the monarchy. 
This in some parts is at the fourteenth year, while in others it is at 
the twelfth year. School districts have the power to fix the time and 
length of vacation, and to grant special privileges during harvesting 
time. . 

Children employed in factories, workshops, and such industries as 
are subject to the visitations of the factory inspectors fare better than 
children working in the so-called home industries or at agriculture. 
No sunshine falls into the lives of these latter. Tired and worn out 
before reaching school in the morning, teachers find them listless, 
sleepy, and disinterested. To be in school to them means rest; the 
closing of the day’s school session means more work. No wonder 
that they are undersized, bent down, and ambitionless. Some chil- 
dren have been reported as having to work from three to four hours 
daily before school, and an endless number of hours after school, 
while during vacation fifteen, seventeen, and twenty hours’ work a 
day has not been uncommon. Some children are poorly fed,and 
scantily clad, and in order to stimulate their vitality they are allowed 
to partake of liquor just like adults. Among home industries in 
which extensive use of such juvenile labor is made are mentioned: 
making of rosaries, stringing and sewing of beads, weaving, cloth- 
button-making, lace-making, knitting, willow-ware-making, hair- 
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nets-making, artificial flowers, brush-making, needle-polishing, 
cordage-making, and the manufacture of toys. 

In school, the author says, we aim to have the children sit erect and 
easy; but what avails this if at home they are bent low over their 
work for hours and hours? As a remedy against the evils the author 
suggests a law forbidding the employment of any child under twelve 
years either at home or outside, and their employment in any indus- 
trial or agricultural occupation ; further, that children fourteen years 
old shall not be employed during vacation for more than five hours 
daily, with one hour’s intermission. 

To the writer it seems that a book review without criticism or 
comment is incomplete. While it must be admitted that the study 
presented by Mr. Kraus is very instructive, as exposing glaring 
defects, not to say barbarism and cruelty, in the treatment of children 
of the poorer classes, yet it would appear that the author’s criticism 
of the statistical report of the Imperial Central Commission is not 
well considered. The question is: Where was the line drawn by 
either party? The commission, it seems, has enumerated all chil- 
dren employed in gainful occupations, either industrial or agricul- 
tural, and legally excused from school attendance. The teachers, on 
the other hand, reported on all children known to them to be 
employed in some form, either at home or by strangers, regardless of 
their regular school attendance. This much for the great difference 
in the two reports. 

While the author’s desire to suppress child labor is very laudable, 
yet it would seem that he is too radical in his demands, inasmuch as 
he sees great harm in any sort of employment for a child under 
twelve years. The golden middle road, it seems, would in this case, 
be the right thing. 

Jutrus Moerscu. 


Que faut-il faire de nos industries ad domicile? By Maurice 
AnstAux. Brussels-Leipzig: Misch & Thron, 1904. 12mo, 
pp. 130. 


In this work Mr. Ansiaux, a Belgian economist, discusses home 
industries and their economic and social effects, as compared with 
the modern system of centralization. His review terminates in the 
declaration that since the application of motive power to the manu- 
facturing processes of articles heretofore created by home industries, 
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manufacturers and workmen alike have been benefited ; the workman 
having been raised to a higher social level, fostering contentment and 
good citizenship. Squalid, insanitary family workshops have had 
to give way to large and well-ventilated factories; working hours 
have been reduced, and working conditions improved. The factory 
worker of today receives better pay than his predecessor working 
under the system of small workroom and sweatshops. As a further 
evolution, it is stated that a paternal government protects the factory 
employee while at work, and fraternal societies care for him when 
out of work, disabled, or sick. 

Home industries, at one time a very important factor in the 
economic household of European countries, are disappearing, says 
the author. Mr. Le Play, the French economist, in his work Les 
ouvriers des deux mondes first called attention to this fact. France 
in 1896 had 118,747 persons, or 41,689 males and 77,058 females, 
engaged in home industrial work. In Germany in the same year 732,774 
persons were so employed. Belgium, particularly Brabant, for cen- 
turies back has been celebrated for its hand-made laces ; in 1875, 150,- 
000 females were engaged in this industry, but in 1896 their num- 
ber had dwindled to 47,000. The introduction of lace-making 
machinery, its gradual improvement, and the application of motive 
power have forced the working-people out of this industry into 
others. Machine-made lace today is of such perfection and fineness 
that it altogether has taken the place of hand-made lace. The claim 
of some persons is that instructing young working-people in the finer 
arts of hand-work and supplying the small workshops with cheap 
motive power will not help to revive lace-making as a home industry. 
The province of Flanders has been known throughout the world for 
its weaveries, but of 74,000 persons engaged in that industry in 1840 
only 10,000 remained in 1896. Other home industries — for instance, 
cotton-weaving, the manufacture of cutlery, nail-forging, straw- 
braiding, etc.—have been almost completely superseded by the 
modern factory process. 

Representations have been made to the government to resuscitate 
the home industries of Belgium as a means of improving the social 
conditions, the morality, and the home life of the industrial classes. 
To this end there have been recommended the education and training 
of young people in art and hand-work, a protective tariff for all 
articles of home manufacture, against similar goods of factory make, 
and the supplying of the small shops with motive power. 
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The department of labor charged two experts with studying the 
conditions of the watchmakers of Switzerland, the silk weaveries at 
Lyons, and the cutleries of St. Etienne, all of which are conducted on 
the home-industrial plan with motive power furnished. Both dele- 
gates, the author says, although at the outset supporters of the plan, 
came to the conclusion that no such innovation could save the 
Belgian home industries. Neither a special tariff for hand-made 
laces nor the marking of machine-made laces as “imitation” could 
stimulate this former home industry. 

With reference to wages in home-industrial work the author cites 
the following: Women engaged in lace-work earn as little as %4 cent 
per hour. In the straw-braiding industry no one is paid over 10 cents 
per day. Glove-makers receive from 20 to 24 cents daily wages; 
cutlery-makers, from 35 to 40 cents. The best-paid are shoemakers, 
earning from 60 to 80 cents a day. The weavers of Sleswick earn 
from $1.25 to 1.50 per week. 

In conclusion, Mr. Ansiaux expresses it as his opinion that social- 
ism has been able to take such deep root in Belgium on account of 
the extensiveness of home industries, with their attendant miseries 
and demoralizing effects. 


J. M. 


Le travail de nuit des femmes dans l'industrie. Published by the 
International Association for Legal Protection of Working- 
men. Jena: Gustav Fischer, 1903. 8vo, pp. xlii + 384. 

This is a collection of reports from factory inspectors for twenty- 
three European cities, besides Albany, N. Y., and Tokio, Japan. It 
contains a great deal of valuable and reliable information as to the 
industries which employ women at night, the number employed and 
wages received, the industries which prohibit the labor of women, 
the dates of laws to that effect or the obstacles to legal prohibition of 
night labor by women, the enforcement of laws where they do exist, 
and the organization and methods of inspection of factories. Some 
of the reports also tell what industries give out home work, what 
compensation it receives, and how it compares with work done in 
factories. Most of the reports discuss the effects of night work upon 
health, upon family life, and upon the industry itself. 

The introduction by Professor Etienne Bauer, director of the 

International Labor Bureau, sketches the history of efforts to sup- 
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press the night work of women from the first law made in England 
in 1842 up to 1903, and gives a tabulated statement of laws in dif- 
ferent countries (p. xvi). He concludes that it has a bad effect 
upon industry as well as upon individuals and the family, and that all 
countries are making efforts to suppress it, especially in the last 
decade. CarRoLinE M. Hint. 


Les industries insalubres. Published by the International Asso- 
ciation for Legal Protection of Workingmen. Jena: Gustav 
Fischer, 1903. 8vo, pp. Ix + 438. 


This is a collection of reports on the precautions taken in certain 
unsanitary industries, particularly in the manufactures of matches 
and lead colors. There are three groups of such industries: (1) 
those in which the effect is toxic or infectious; (2) those in which 
there is much dust or noxious vapor; (3) those in which there is 
great liability to accidents or explosions. The International Labor 
Bureau has sent out questionnaires to factory inspectors as to the 
number of hours in the working day, hours of rest, approximate 
number of workingmen and their ages, methods of heat, light, and 
ventilation, cubic feet of air per workman, precautions in case of 
accident, measures to protect against danger from vapor, gas, dust, 
explosions, etc. The reports are answers to some or all of these 
questions. C. M. H. 


Bibliographie der Finanzwissenschaft. Bearbeitet und heraus- 
gegeben von JosEF STAMMHAMMER. Jena: Gustav 
Fischer, 1903. 8vo, pp. vi-+ 416. 


In his bibliography of public finance, Herr Stammhammer has 
grouped titles under general subjects, by countries, chronologically. 
For example, the titles relating to the United States are cited under 
some thirty-five or forty headings; those relating to Germany and 
England, under seventy odd headings each; France, 138; and so 
of other countries, states, and cities. The material relating to any 
given country is thus widely distributed according to subject-matter, 
but may be easily assembled through the index, where subjects are 
grouped by countries and minor geographical divisions. In any but a 
German publication one might have expected to find page references 
introduced into this index as an obvious, if unlogical, labor-saving 
device ; this, however, is an inessential matter. Page references are 
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given in the author index, which, again, greatly enhances the value 
of the bibliography. Herr Stammhammer has already published 
two bibliographies of socialism and communism, and promises to 
bring out in the immediate future one of money, banking and credit. 
While the material brought together relating to different countries 
cannot be regarded as exhaustive in every case, it is for general 
purposes sufficiently so, and, considering the field covered, is so to a 
remarkable degree. The work is done in a thoroughly scientific 
spirit, and is a credit to German industriousness and scholarship. 
The bibliography will prove an invaluable one to students in finance. 
Joun C. CumMINGs. 


Monopolistic Combinations in the German Coal Industry. By 
FRANCIS WALKER. New York: The Macmillan Co. ( Pub- 
lications of the American Economic Association, Third 
Series, Vol. V, No. 5.) 8vo, pp. viii + 334. 

This is a study of first-rate importance. For twenty-five years 
the combinations in the German coal trade have been a prominent 
feature of that industry, and yet, while much has been written about 
various phases of it, no complete study of the subject has hitherto 
appeared. The task set for himself by the author is 
to examine the history, the organization, and the practical operation of these 
combinations, paying special attention to their policy in regard to production 
and prices and their relations to the dealers and to labor and the problem of 
state control. 


Although some traces of association among German coal- 
producers are found as far back as 1858, it was not till during the 
depression that followed the boom period of the early seventies that 
anything like a cartel was formed. From 1887 to the present time, 
with many breaks and changes of policv, there has been a persistent 
effort of producers to get away from the evils of competition. The 
author attributes this recourse to combination not merely to the bad 
times of the period, but in part to the drift of governmental policy 
toward protection. 

In a decade that marked the swing from free-trade to protection, it is not 
strange that the principle of free competition began to give place to the prin- 
ciple of combination. The raw iron industry had demanded and received 
protection; the coal industry had to take care of itself, and it saw only one 
course open — combination — both for maintaining the home market and for 
developing exports. 
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The author traces more fully than he does for the other districts 
the development and the workings of the combinations in the Ruhr 
region, which produces more than half the coal of the empire. From 
1877 to 1893 the forms and purposes of the combinations of this dis- 
trict bear a striking resemblance to the contemporaneous combina- 
tions of the anthracite product of Pennsylvania. Now the plan is 
simply to restrict production, now to maintain prices, and again the 
purpose is to do both. As early as 1887 an effort was made to 
establish a central selling bureau for all the associated mines. The 
plan failed at the time; but three years later several groups of mines 
in the district were brought into as many cartel agreements, and each 
of these smaller combinations formed a selling company (Syndicat) 
much like the coke Syndicat of the Ruhr formed in the same year. 
Competition between these cartels soon brought about an agreement 
to maintain prices. This was, however, ineffective, and in 1893 
mines representing nearly 87 per cent. of the production of the Ruhr 
were brought into one combination, the central feature of which was 
the formation of a selling company primarily to market the product 
of the members, but with power also to buy and sell the product of 
others. 

The syndicate, as the selling company is called, while in form an 
independent company engaged in the purchase and sale of coal, coke, 
and brikets, is in fact the agent of the combination. Through appro- 
priate organs it performs the work of marketing those products, 
makes assessments on the mine-owners to cover the expenses and 
losses, may examine the books of the associated companies, and 
impose fines for breach of agreement (p. 97). Other matters con- 
nected with production — its amount and the apportionment of quotas 
to the various mines, the determination of the general price policy, 
and the fixing of penalties for breach of contract, admission of mem- 
bers, etc. — rest with the assembly of the allied mine-owners or with 
officers chosen by it. 

This by far the most important of the German coal combina- 
tions both from the point of view of the amount of coal controlled and 
from that of perfection of organization. But monopolistic conditions 
exist in all the other great coal-producing districts of the empire. 
Ninety-four per cent. of the product of upper Silesia is carteled ; 
practically all the mines of the Saar district being owned by the 
government are run under monopoly conditions, and similar condi- 
tions prevail in greater or less degree in the other districts. Pro- 
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fessor Walker estimates that 85 per cent. of the total Prussian pro- 
duction is thus controlled. The vital part of the study is that which 
deals with the operation of these cartels, especially that of the Ruhr, 
during the period from 1893 to 1903. 

Notwithstanding the frequency with which the author is com- 
pelled, in dealing with the difficult questions attacked, to use such 
expressions as “ scanty information,” “ want of satisfactory material,” 
“lack of uniformity of accounts,” etc., the carefully compiled data 
presented at least “serve as a check on undocumented opinion and 
non-statistical testimony.” If not sufficient to convey to others the 
optimistic feelings of the author toward cartel management, they 
certainly are enough to show the extravagance of some of the charges 
made against the cartels. The charge of undue contraction of 
production is made; but the author is able to show a more rapid 
increase in the per capita production for the empire during the ten 
years following the formation of the strong combination in the Ruhr 
(30 per cent.) than in the ten years preceding (22.2 per cent.). He 
can show also an increase of 85 per cent. from 1893 to 1903 in the 
aggregate of the quotas assigned to the allied mines. Nevertheless, 
in only twenty-five months in the ten years have the mines been 
allowed unrestricted production, the contraction in five of the years 
being 12 per cent. or more, and in one case as high as 23 per cent. ; 
though the actual contraction has usually been less than that agreed 
upon. 

The tables showing the course of prices (e. g., p. 181) are on their 
face a tribute to the power of the combination. Since 1893 prices 
have been steadily higher than in the ten years preceding. No doubt 
the higher prices in part represent increased cost of production as 
lower levels of coal are resorted to (see chapter 1, Part IV.) ; but the 
data presented in the chapter dealing with “ Proceeds and Profits” 
show that not all the increase of price went to pay higher costs. A 
table said (p. 255) to “represent the situation fairly well” as to 
dividends, shows for a large group of mines an average profit of 15 
per cent. for the years 1901 and 1902; and for 1900, the year of the 
great depression in the iron and other industries, the same group paid 
an average dividend of 17.4 per cent. Prices that yield such profits 
in time of a general depression might easily be pronounced exorbi- 
tant; but Professor Walker does not regard them so, though he 
thinks them too high (p. 323). The charge that the iron industry has 
been checked in its development by the price policy of the cartels 
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does not appear to the author to be sustained. If prices have been 
high, they have been steady and equal to all of the same class. More- 
over, the price of iron has risen with the recent expansion of German 
industry even more rapidly than that of coal; and the great disaster 
to the industry in 1900 was not due “in any important degree ” to the 
high price of coal, but rather to a falling off of the demand for iron. 
It was inevitable even with low prices of coal. Nevertheless, it is 
admitted that the cartels may be accused of “ retarding the convales- 
cence of German industry by not reducing prices.” And it should be 
noted that the policy of the cartels of paying bounties on iron exports 
has confessedly stimulated foreign sales. But since export bounties 
are equivalent to lower prices for coal, there seems some ground for 
the contention that through lower prices for fuel the producers of iron 
could have found a larger market at home. 

Complaint is made also that German industry has suffered 
through the policy of the cartel in selling coal to foreign competitors 
at lower prices than are demanded of the home manufacturers. Pro- 
fessor Walker found some cases where the complaint seemed justi- 
fied ; but the practice when not carried to excess, he commends. 

Cheap export is not an extraordinary measure; on the contrary, it may be 
regarded as the normal condition of highly developed industries in periods of 
depression. 


Home consumers might acquiesce in this principle and its practice 
without question under a state of free competition. But they very 
naturally condemn such a policy when through governmental protec- 
tion or combination they are deprived of the assurance which the 
presence of competition gives that their higher prices are fair ones. 

One point of contrast between the German combinations and those 
in the anthracite industry is that the former were for a long period 
maintained in spite of a large membership, especially in the Ruhr, 
while in the anthracite region effective control was not gained till 
ownership had been brought into the hands of a comparatively small 
number. Developments of the last two years, however, indicate a 
trend toward American conditions. For some time the weakness of 
the “confederation” plan had been felt in carrying out certain 
policies, and in the latter part of 1903 a new agreement was reached 
which greatly strengthens the combination. Practically all the coal 
production of the Ruhr is included in this agreement, the former 
close co-operation with the coke and the briket syndicates is succeeded 





314 JOURNAL OF POLITICAL ECONOMY 


by a practical merger in all matters of marketing, and the already 
firm control of the wholesale and retail trade is made more complete ; 
but the most important change in the plan lies in the enlargement of 
the powers of the syndicate so that it may acquire and operate mines, 
and engage in enterprises of all kinds concerned “ with the storage, 
sale, and promotion of mining products.” The plan seems to include 
the acquisition, not only of coal lands, but of the means of transporta- 
tion of coal on the Rhine. The new agreement is, therefore, looked 
upon as a long stride in the direction of consolidated control of the 
field. 

Professor Walker believes that the few shortcomings he has 
found in the earlier cartels to be due, not to “inherent defects in the 
system,” but to “ weakness of organization or inexperience in man- 
agement.” The new organization will put this opinion to the test. 
A system it would seem ought to be judged not merely by what has 
or has not been done under it, but as well by what may be done. The 
account here given shows in the Ruhr region that the combination 
has as a policy refrained from such a course as would rouse hostility ; 
‘that, however, a constant conflict has been going on between a 
radical high-price party, on the one hand, and a moderate party, on 
the other. If the moderates have thus far in the main controlled the 
price and production policy, there is no assurance that they will con- 
tinue to do so. The author quotes with apparent approval the view of 
Dr. Riehn that consumers’ associations are desirable as a protection 
against extortion; yet he finds them as yet too little developed to 
exert an important economic influence. Something, he thinks, should 
be done by way of safeguarding consumers by the government’s 
requiring greater publicity, and by the purchase of mines by the 
government itself in those districts where cartel management is most 
effective; but the author’s greatest hope seems to lie in the wisdom 
and benevolence of the despot that confessedly has the Ruhr region 
at least well in hand. The value of such a safeguard against extor- 
tion even in a country where business men are influenced by the 
tradition they are expected to maintain for Treu and Glauben is there 
called seriously in question. In those unfavored countries where 
there is no such tradition, and where benevolence is not a leading 
trait of masters in industry, there is likely still to remain the con- 
viction that monopoly control has something in it inherently defective. 


G. O. VirTUE. 


Winona, MINN. 
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Bevolkerungslehre. By Max HavusHorer. Leipsig: B. G. 
Teubner, 1904. 12mo, pp. vi-+ 128. 

This is an attempt at a popular exposition of the science of popu- 
lation, where a variety of statistical and other information is put 
under their appropriate heads. The book begins to gain a little inter- 
est toward the end when the author treats overpopulation in Germany 
and the remedies therefor, but the interest is not sustained by any 
clear-cut or pertinent discussion. 

S. G. L. 


Publikationen des Statistischen Bureaus der Haupt- und Residensz- 
stadt Budapest. Berlin: Puttkammer & Mihlbrecht. 


XXXII. Die Bauthatigkeit in Budapest in den Jahren 1896- 
1900. Von Dr. JoseF von KOrOsy, Director des Budapester 
communal-statistischen Bureaus. Mit einer graphischen 
Tabelle. 1903. 


XXXII, I, 1. Die Hauptstadt Budapest im Jahre 1901. Re- 
sultate der Volkszahlung und Volksbeschreibung. Von Dr. 
JosEF von KoOrosy, und Dr. Gustav THIRRING, Vice- 
director des Bureaus. Mit einer chromolithographischen 
Tafel. 1903. 


XXXVI. Die Sterblichkeit der Haupt- und Residenzstadt 
Budapest in den Jahren 1901-1905 und deren Ursachen. 
Von Dr. JoseF von KOorOsy, II.. Tabellarischer Theil, I. 
Heft: 1901, 1902. 

The publications issued from the Budapest municipal statistical 
bureau extending over a period of thirty-odd years constitute a series 
of statistical studies of great value, more especially to students of 
demographic phenomena, and Dr. von K6rdésy’s name subscribed to 
any statistical publication is today absolute guarantee of its thor- 
oughly scientific character. As director of the Budapest bureau he 
has, perhaps, done more than any other one man to develop and apply 
the science of demography. His studies in population movements, 
more especially his statistical determination and refinement of the 
mortality, natality, and marriage rates of the Budapest population, 
are unique, and may well serve as models for statistical bureaus in 
other cities. 
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The character of the above cited publications is sufficiently indi- 
cated in the descriptive titles. They are in every respect creditable 
statistical performances. 

Joun CumMMINGS. 


First Report of the Tenement House Department of the City of 
New York, January 1, 1902—July I, 1903. 2 vols. 8vo, 
pp. vi-+ 426 and 480. 

In many respects the difficulties of securing suitable habitations 
are greater in New York city than in any other city of the United 
States, and it had become a matter of life and death for the majority 
of the wage-earning population to secure improvement. Under 
Mayor Low a most competent administrator was chosen, an eminent 
lawyer and practical philanthropist, Mr. Robert W. de Forest, who 
associated with him a technical expert, Mr. Lawrence Veiller. The 
two stout volumes here briefly noticed record and interpret the results 
of this great enterprise of our largest city. 

The report describes the organization of the municipal depart- 
ment charged with the duty of regulating the residences of the 
people; the charter and other legal foundations, the bureaus, the 
administrative regulations, the division of labor, the forms, the 
instructions to inspectors, with illustrations of methods and devices 
used in the investigations and actions for enforcement of the law. 
The maps, statistical tables, and photographic illustrations present 
the essential facts in all their bearings. This report is at once the 
record of a great reform, the monument of a triumph, a warning 
of the evil which will grow up in any city with neglect, and a guide 
to those who are wise and resolute to combat the first beginnings of 
evil. 

C. R. HENDERSON. 


A Geometrical Political Economy: Being an Elementary Treatise 
on the Method of Explaining Some of the Theories of Pure 
Economic Science by Means of Diagrams. By H. Cunync- 
HAME. Oxford: The Clarendon Press, 1904. 12mo, pp. 
128. 

This little book is addressed to economists and not to mathe- 
imaticians. According to the author (p. 127), “the chief function of 
mathematics as applied to economics is, not to solve problems, but to 
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help us to comprehend truths, which when we have comprehended 
we may discard the mathematics as we take down a scaffolding when 
the building is finished.” 

Chap. I contains a bibliography of books on this mode of treating 
political economy, supplementing the one in Jevons’ Theory of Politi- 
cal Economy (3d ed., 1879). 

Chap. 2 begins with a defense of mathematics against the preju- 
dice which many students of economics feel. “ Mathematical 
reasoning,” says the author, “is only ordinary reasoning assisted by 
a shorthand mode of expression that enables a proposition to be put 
in a line and visible in one glance of the eye rather than spread over 
ten or twelve pages of print.” The remainder of the chapter, as the 
title indicates, discusses geometrical diagrams. The fundamental 
notions of drawing to a scale and change of axes are introduced by 
means of simple examples; then the terms “axes of co-ordinates,” 
“abscissa,” “ordinate,” “origin,” are defined, and the methods of 


adding, subtracting, multiplying, and dividing curves are explained 
and illustrated. Curves are divided into two classes: those which 
group and present facts, and those which represent laws; the latter 
are the ones dealt with in this treatise. 

In chaps. 3 and 4 some of the well-known characteristics of 


demand curves are developed in a simple manner; it is brought out 
that they are descending curves, that they always cut a rectangular 
hyperbola negatively, and that they are curves of final utility prices. 
In chap. 5 the three types of supply curves—commodities falling 
under the laws of diminishing, constant, and increasing returns — are 
explained and illustrated. 

Chaps. 6-10 are devoted chiefly to applications of the principles 
and methods previously developed. According to most texts, the area 
bounded by the axis of ordinates, a supply curve, and a demand curve 
represents the consumer’s quasi-rent and the producer’s quasi-rent. 
The opinion of the author that this is not correct except in a limited 
number of cases is open to the following criticism: With a small 
supply of a commodity a marginal item will have a certain utility u, 
and he asserts that with a doubling of the supply the utility of the 
original item may or may not be wu, and therefore the consumer’s 
surplus upon that item is not to be assumed to be the difference 
between u and the new price. This is worked out, however, upon the 
basis that by virtue of the increased supply the commodity has 
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become incapable of ministering to some of the needs to which it 
ministered before (for example, to the desire for prestige). But this 
is to say, since not all of the same needs are satisfied, the utility has 
fallen because we have, in substance, a different commodity. 

In chap. 11 the author explains “Marshall’s curves.” The applica- 
tions which are made, however, go beyond those of the inventor. 
These curves were introduced for the purpose of eliminating the 
money standard in comparing two articles. Instead of having 
abscissa and ordinate denote quantity and price per article, Marshall 
makes them denote total quantities exchanged. Thus if x and y 
denote abscissa and ordinate of a point on the price curve where 
4 =quantity taken, y=price per article, the corresponding abscissa 
and ordinate on a Marshall curve would be «+, and m= -ry. 

On p. 83, Fig. 41, two different points are denoted by the same 
letter S; this should be changed to obviate confusion. On p. 2 curves 
are spoken of as those that obey some law and those that do not. 
From the general context of the book, and particularly from chap. 13, 
it seems that by a curve which obeys a law is meant an algebraic 
curve —i. e., the graph of an algebraic equation in two variables. 
On p. 7 it is stated that “mathematics is the science of quantity.” 
In this connection Professor Bocher, of Harvard University says: 
“The old idea that mathematics is the science of quantity . . . . has 
pretty well passed away among those mathematicians who have given 
any thought to the question of what mathematics really is.” 

Although both economists and mathematicians will probably 
criticise certain details from their respective points of view, Mr. 
Cunynghame has, on the whole, succeeded very well in his attempt to 
show in an elementary manner how diagrams may be employed to aid 
in explaining some of the theories of pure economics. 

SAUL EPSTEEN. 

Tue UNIversity oF CHICAGO. 


*“ The Fundamental Conceptions and Methods of Mathematics.” Address 
delivered before the Department of Arts and Science, St. Louis, September 20, 
1904. Printed in the Bulletin of the American Mathematical Society, Vol. XI, 
No. 3 (December, 1904), pp. 115-35. 
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The Code of Hammurabi, King of Babylon about 2250 B. C. 
Autographed Text, Transliteration, Translation, Glossary, 
Index of Subjects, Lists of Proper Names, Signs, Numerals, 
Corrections and Erasures, with Map, Frontispiece, and 
Photograph of Text. By Ropert Francis Harper. Chi- 
cago: The University of Chicago Press, 1904. 8vo, pp. xv _ 
+ 192 + 103 plates. 

To an economist this document is interesting for the evidence it 
affords as to property relations and business trafic among a people 
living near the beginning of recorded history. The cultural situation 
of this people is fairly evident from the provisions of the code and the 
character of the introductory and concluding remarks. It would be 
difficult for anyone — for any other than an expert quite out of the 
question — to separate those elements of the code which were the law 
of the land before the coming of the great king, from those portions 
which were added by him. 

The situation to which the code applies may be characterized 
somewhat as follows: The code embodies the laws imposed by a 
body of invading conquerors upon the population already living on 
the land. The subject population were mainly, if not almost wholly, 
agricultural. Whether they were free or subject before the coming 
of the conquering host is probably not to be determined, although 
it seems not improbable that they already had the institution of 
slavery, and therefore that the bulk of them were unfree. The 
invaders from the north, who made themselves masters, were of a 
race alien to the population already occupying the land and were of 
a pastoral origin. They brought with them a servile-despotic organi- 
zation of society and the bloodthirsty monotheistic form of religion 
that belongs to the militant pastoral culture. 

In the Babylonian community as regulated by the code of the 
great king principles of status, privilege, and differential advantage 
prevail throughout, so as to give it something of a feudalistic struc- 
ture. The prerequisites and privileges of the upper classes are large 
and uncompromising, and the laws safeguarding them are harsh and 
summary. Regulation from above is the rule, and the gravest 
offenses are those against the king’s servants and against the priests 
and temples. Capital punishment and mutilations are frequent, and 
extravagant fines and reprisals no less so. Prices of yariou 
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modities, as well as the hire of servants, animals, utensils, and land, 
are fixed by “the king.” Terms of agreement between landlord and 
tenant, and between “merchant” and agent, are in great part pre- 
scribed by statute, and as a rule the tenant and the agent are at 
a disadvantage in case of disagreement or violition of contract. 
Women are in a state of subjection, almost as abject in many respects 
as that of the slaves. But with all this subjection and regulation 
there are some evidences of a traditional freedom of contract, and of 
relative freedom of action on the part of the women (cf., e. g., secs. 
149-51, 172-79, 181, 182). 

However austere and unequal may have been the organization of 
society before the coming of the invaders, it seems plain that the rule 
of law was, at least in some degree, milder and that economic classes 
were on a somewhat less unequal footing. Coupled with this, as 
testifying to a like general effect, is the evidence of an earlier poly- 
theistic religion. The whole code, it may be added, has a very 
marked resemblance to the Mosaic code. 

This earliest document of the history of the Mesopotamian coun- 
try bears evidence of a culture that was already ancient in the land 
at the date when “ the perfect king” imposed his code upon the popu- 
lation of the land. How ancient the barbarian civilization of the 
country may have been there is no knowing, but it is plain that the 
invasion of the Babylonian dynasty was in no sense near the begin- 
ning of things, in institutions, industral arts, or religion. There 
were, evidently, at least two, in all probability three, and perhaps 
more than three, superimposed layers of institutions that were in 
some degree correlated and combined in the legislative reforms 
embodied in the code. 

It is, of course, impossible here to offer any opinion as to the 
degree of faithfulness with which the editor has rendered and pre- 
sented his materials, or as to the efficiency with which he has made 
use of such authorities as he may have had recourse to. But a word 
may not be out of place as to the mechanical characteristics of the 
volume, in a case where these characteristics are so striking as in the 
present instance. The printer’s work is excellent and errors are few, 
but the volume as a whole is an extreme example of what printers 
sometimes call “padding.” The paper is excessively heavy and 
bulky, and the leading and spacing are likewise excessive. The vol- 
ume could, with advantage to all concerned, have been reduced to 
one-third of its present bulk and to one-fourth of its present weight. 


V. 








